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Shoppers fear the euro 
will put up prices 
Page 3 


How the threat of sanctions 
against nery Swiss company 


to a seHtement of resfltufion 
and compensation ettms by 
vfcfims of die holocaust 
In tomorrow's FT 


WORLD NEWS BUSINESS NEWS 


Milosevic unmoved 
by US envoys' pleas 
on human rights 

US envoys admitted yesterday 
they had made little headway - 
with Yugoslav president Slobo- 
dan Milosevic when they raised 
the “horrendous human rights 
abuses" they had seen in war- 
tom Kosovo province. John ' 
Shattuck, US as s istant secretary 
for human rights, said thousands 
of Bl-dad refugees were sleeping 
rough in forests. Page 2 

Cambodian conffict flares 

Cambodian mffitary poBce broke 
up a rally outside a Phnom Penh 
hotel where opposition politician 
Son Ratnsy took refuge In a UN 
office. He sought protection after 
an order was issued for his arrest 
for allegedly trying to Idfl govern- 
ment leader Hun Sen. Page 4 

Mahalhb- takes finance post 
Malaysian prime minister 
Mahathir Mohamad named him- 
self first finance minister follow- 
ing last week’s sacking of deputy 
prime minister and finance minis- 
ter Anwar Ibrahim. Page 4 

Israeli strike called off 
Israeli unions called off a public 
sector strike after night-long 
negotiations resulted in a (teal 
with the Treasury on wages. 

Tafitau loses strategic position 
Afghanistan's Taliban mffitia lost . 
a strategic hflltop post just north 
of the capital Kabul to opposition 
fighters loyal to commander 
Ahmad Shah Masood. 

Burmese opposition nwnfan bsbf 

More than 100 Burmese opposi- 
tion National League for Democ- 
racy members have been 
detained by the military govern- 
ment for questioning over the 
democrats' vow to caH a 
“People's Parliament* . Page 4 

UK expert triggers meat scare 
A UK health adviser warned that 
sheep could be carrying BSE, or 
mad cow disease. Prof Jeffrey 
Almond said there was a theoret- j 
leal risk that they could be 
infected and pass the disease to 
humans. Page 10 

Congo rebels Jofai peace talks 

Congolese rebel leader Arthur 
ZWricfl Ngoma arrived In Zim- 
babwe for a peace summit say- 
ing there would be no ceasefire 
In the former Zaire without a 
political settlement 

Colombia hostage freed 
Cotombiah rebels have freed an 
American they held to ransom for 
over five months. Donald Lee 
Carey was abducted by Ravofu- 
tkmary Armed Forces of Colom- 
bia rebate on March 21. 

Labor Day criticism 
AFL-CIO president John Swee- 
ney, America’s leading latloh offi- 
cial, denounced the “cruel wfn- 
ner-take-all economy* and 
accused employers of manipulat- 
ing labour laws to discourage 
union organisation. Pago 8 

World wonder may rise agate 

Alexandria’s Hghthouse, one of 
the seven wonders of the ancient 
world, may be rebuilt on the 
same site fin a modem version, 
the project’s sponsor said. Fon- 
dation Internationale Pierre Car- 
din, run by the French fashion 
designer, said the Egyptian 
authorities backed the plan. 


Airbus Industrie and 
Boeing end battle 
for market share 

Boeing and Airbus Industrie, the 
world's biggest aircraft makers, 
are ending their battle to win 
market share. Each said sepa- 
rately ft would concentrate on 
increasing profitability. Page 20; 
Airbus 100-seatar to rival Bos- 
tog. Page Q EdforW Comment, 
Page 19; Lex, Page 20; North- 
rop open to alRance. Page 23 

OabKhaCliiyster, the new 
Gemran-US group, wfll become 
the biggest company on Ger- 
many's stock exchange after 
trading of Hs shares begins later 
this year. Page 22 

PepsiCo, US drinks and snacks 
group, sold the chocolate busi- 
ness of Wedel, Its PoBsh subsid- 
iary, to UK confectionery and 
soft drteks group Carftiury 
Schweppes for $76.5m. Pago 21 

BtiRton, international m state and 
mining group which listed in Lon- 
don test year, reported maiden 
pre-tax profits of $83Sm, at the 
top end of expectations. Page 
21; Comment, Page 26 

Vsba anil RK, German Industrial 
conglomerates, dropped plans to 
bring US telecoms group Bell- 
South Into their joint telecoms 
venture. Page 21 

Baaygues, French Construction 
and utgfty group, confirmed it 
was in tafl<s with General Public 
Utilities of the US “and others” 
about the sale of a minority share , 
In its Saur water cflstri button and 
public services arm. Page 22 • 

BoaMaMMMtekM, Austrian maker 
of hlgh-gnade steel, said strong 
demand In Europe and the US 
helped raise first-half pre-tax 
profits by SO per cent to 
Sch675m ($S5m). Rage 22 

Laming shares rose nearly 9 per . 
oeht after the Austrian flbremaker 
reported a return to profit for the ! 
first half. Page 22 | 

DewMrst shares tost almost a fifth 
of their value after the UK textiles 
group reported interim results 
depressed by overstocking at 
retafler Marks and Spencer, Hs 
main customer. Page 2B 

StatKtard & Poor’s, the rating 
agency, warned that non-per- 
forming loans In the Philippine 
banking industry were Increasing 
at esi “alarming rate". Page 24 

Angle AmericanCorporatioa, South 
African mining house, said ft 
planned to spend R4bn ($600m) 
on developing a zfcic deposit In 
the northern Cape. Page 22 

NEC, Japanese electronics group, 
has set up a company Hi Singa- 
pore to develop base stations for 
an advanced mobile phone sys- 
tem. Page 24 

nret Pacific, one of Asia's biggest 
conglomerates, reported Interim 
pm e x cep tional net profits down 
77.4 per cent to 423.7m, hit by 
provisions and currency devalua- 
tions. Page 24 
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German biotechnology 
Qlagen triumphs in 
a young industry 
Page IS 



Global turmoil . 
Don’t forget th^ 
poorest ngflon^l 
Page 18 
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Northern Ireland 
Why shirtmakers 
ere giving up. 
Page 10 


World stock markets in new rally 


Greenspan’s latest comments cheer 
traders anxious to mark up prices 



,4*1? v,’!r - 


BH Our RmmcW anti 
Wnational Staff 

World stock markets yesterday 
seized an weekend remarks from 
Alan Greenspan, the US Federal 
Reserve chairman, to launch 
another attempt at a rebound, 
after the severe correction since 
mid-July. 

Asian bourses led the rally 
with Tokyo gaining S3 per cent 
and Hong Kong 7.9 per cent. 
European markets then to ok up 
the baton. In London, the FTSE 
100 index enjoyed its second big- 
gest erne-day points rise, jumping 
UBtO 6247. 

The Fed chairman said at a 
conference on Friday that the 
world financial turmoil would 
have an Impact on the US econ- 
omy and the next move in inter- 
est rates was as likely to be down 
as up. 

Although Mr Greenspan's com- 
ments were couched in his nor- 
mal cautious tones, the US 
money markets are now pricing 
in a toll in the benchmark Fed- 
eral Funds rate by the end of the 
year. 

Many observers trace the start 
of the correction in global stock 
markets to comments by Mr 
Greenspan in July about the 
inflationary threat to the US 
economy. So his apparent change 
of heart was leapt on by traders 
anxious to mar k up prices after 
the headlong decline of recent 
weeks. 

European markets gained 1-2 
per cp n i, with the transnational 
FTSE EUrotOp 300 Index gaining 
2.3 per cent Wall Street was 
dosed far the Labor Day holiday. 

Asia teas helped by toe Green- 
span comments, but had its own 


MSXJE 
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RmUb Votwn to UK Sfettw 
Lex 



reasons for a revival. Regional 
governments were active In the 
markets again, with some politi- 
cians implicitly rejecting the free 
market ethos as they straggled to 
stabilise their currencies and 
stock markets. 

In Tokyo, the Nikkei 225 aver- 
age was given a lift by the stron- 
ger yen - as the US dollar fell on 
the talk of rate cuts - hut also by 
some reported buying of blue 
chips by government institutions. 

In Hong Kong, the main driver 
was the government effort aimed 
at strengthening the financial 
system and the currency board. 
The measures boost liquidity in 
the money markets. Moves were 
also made to limit short selling, 
the practice of selling shares 
which one does not own In the 
hope of buying them back at a 
lower price. By stabilising inter- 
est rates and reducing the possi- 
bility of speculative attack, the 
government helped confidence 
return to the market 

In Malaysia, share prices 
jumped 22 per cent as Malaysians 
brought money in from oHshore 
ahead of a month' s-end deadline 
to repatriate all ringgit or have tt 
declared illegal tender. 

While some of those repatria- 
ting funds moved directly into 
the equity market, other local 
investors bought in anticipation 
of a rush for shares in the face of 
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A Hong Kong stock exchange trader finds i 


i to smfle as tfm market raffled yesterday 


dropping interest rates, which 
have been cut since the introduc- 
tion of controls. Overseas inves- 
tors are trapped in the market by 
a rule that prevents them from 
repatriating the proceeds of share 
sales for a year. 

Analysts said they could not 
rale out that the rally was sup- 
ported by government-linked 
funds and companies buying to 
prop up the market in an attempt 
to build support far the capital 
controls. 

Reporting by Paul Abrahams in 
Tokyo, Philip Coggan in London, 
Louise Lucas in Hong Kang and 
Sheila McNulty in Kuala Lumpur 


Hong Kong 
Hang Song Intax 
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Duma rejects Chernomyrdin for second time 


By John ThontMi in Moscow 

Russia's parliament yesterday 
rejected Victor Chernomyrdin as 
prime niitnU ^ T tor a second thm*, 
raising the spectre of another 
week of pohtical canfrantatiem as 
the rouble continues to slide out 
of controL 

Farther doubts were cast over 
the course of economic policy 
after Sergei Dubinin resigned as 
governor of the central tank. Mr 
Dubinin, who has a reputation, aa 
a strong monetarist, was opposed 
to the hank printing money to 
tackle Russia’s economic woes. 

The official rouble to US dollar 


rate .fell again yesterday to 1&90. 
That means the Russian currency 
has now lost two-thirds of its 
value in three weeks. Prices in 
Russian stores have soared and 
shoppers have started hoarding 
essential goods such as sugar. 
Hour, and candles, just as in late 
Soviet times. 

In an aggressive speech In the 
Duma, the lower bouse of parlia- 
ment, Mr Chernomyrdin yester- 
day warned that Russia was 
>i porting towards an “Indonesian 
scenario". "The economic crisis 
is deepening in the country at a 
catastrophic pace," he said. "We 
are all on the brink and Hms is 


measured in hours. We -should 
stop the senseless and harmful 
confrontation between ' ' the 
branches of power." 

Fitch IBCA, the International 
credit rating agency, yesterday 
estimated that foreign private 
creditors could have lost JlOObn 
as a result of Russia's financial 
collapse. “The agency believes 
this would represent the single 
largest credit loss ever Imposed 
on private sector creditors," It 
said, although it warned the fig- 
ures were “highly speculative”. 

Mr Chernomyrdin won the sup- 
port of 138 of the Duma's 450 MPs 
compared with 94 during the first 


confirmation debate a week ago. 
Earlier, President Boris Yeltsin 
rejected all alternative prime 
ministerial nominees during a 
round-table meeting with 
regional and parliamentary lead- 
ers and suggested the Duma 
approve Mr Chernomyrdin tor a 
limited period of six to eight 
months. 

Following the Duma vote. 
Kremlin officials said Mr Yeltsin 
intended to back Mr Chernomyr- 
din's nomination a third time, 
meaning he would continue as 
prime minister Irrespective of 
parliament’s next vote. If parlia- 
ment votes down Mr Chernomyr- 


din's candidacy a third time the 
move will trigger a dissolution of 
parliament. But the acting prime 
minister will remain in office 
until a new parliament is 
formed. 

Grigory Yavlinsky, the leader 
of the liberal Yabioko faction, 
said that during his five years as 
prime minister Mr Chernomyrdin 
had been responsible tor the cre- 
ation or a semi-criminalised econ- 
omy and the war in Chechnya 
and had lost the trust of the 
people. 

Rouble plans, Page 2 
BdEMovtal Comment, Page 25 


NTT arm could be 
worth $50bn in IPO 


pf iii i owii Ksouna m uo n nwi 

NTT DoCoMo, the mobile 
telephone arm of Japan's Nippon 
Telegraph and Telephone, will be 
listed on the Tokyo Stock 
Exchange next month. DoCoMo 
could be valued as high as SSObn, 
making it one of the biggest ini- 
tial public offerings In recent 


A total of 28J> per cent of 
DoCoMo, one of the world's larg- 
est mobile phone operators with 
more than 20m subscribers, wifi 
be offered to investors in Japan 
and around the world by the sale 
of existing ahd hew shares. 

The sale could. raise betwesi 
$12hU and USbn, giving DoCoMo 
the highest market capitalisation 
of any mobile phones operator. 

NTT first mooted the offer 
eariy last year, but it had been in 
dotibt becattee of the sluggish 
Japanese stock market and 
uncertainty over government 
plan* for the of a further 
Stake In state-controlled NTT, 
which may now not happen until 
early 1999, 

But the sharp downturn In 
global stock markets hi recent 
weeks, sparked by the financial 
crisis in Russia, has had less 
impact In Japan than elsewhere. 
Bankers believe there Is cur- 
rently strong Investor appetite 
for Japanese telecoms stocks. 

The rmft p atr y and its advisers 
will set a price range for the 
545*000 shares being offered later 
this month. Some estimates sug- 


gest they could be valued at Y4m 
to Y5m each, although a new- 
Issue discount may reduce that 
Trading is to start on October 22. 

The IPO will reduce NTT's 
holding In DoCoMo, from 95 per 
cent to 67 per cent. It is expected 
to sell fewer than half the shares 
to be offered. The issue of new 
shares wifi farther dilute NTT’s 
stake and allow the mobile com- 
pany to raise fresh capital to 
expand its own operations. 

Nikko Securities and Goldman 
Sachs are the lead managers for 
the DoCoMo sale - the largest 
out of Japan since the partial pri- 
vatisation of. NTT in October, 
1987. The government owns 65 
per cent of NTT. 

The DoCoMo shares will be 
offered in four trenches, with two 
of them aimed at investors in the 1 

US and the rest of the world. The 
company hopes 70 per cent of the 
transaction will be bought by 
Japanese retail and Institutional 
investors, but there Is concern 
that the high no minal price 
might deter individual buyers. 

“These wfll be very expensive 
shares in absolute terms, and the 
question is whether Japanese 
retail investors will be attracted 
by the high nominal price,” one 
banker said. 

A hanking syndicate has been 
set up to handle the sale, with 
the appointment as co-lead man- 
agers of Dalwa Securities, 
Nomura Securities, Dresdner 
Kleittwort Benson and Warburg 
Dfllos Read. 


This announcement appears as a matter of ream! only 
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RUSS IAN CRISIS SERGEI DUBIN IN QUIT S AFTER FIERCE CRITICISM _ 

Central bank chief resigns 



By Chrystia Freeland in Moscow 

Sergei Dub inin, once a hero 
of Russia’s financial stabilis- 
ation drive, yesterday 
resigned from his job as cen- 
tral bank chairman, a victim 
of Russia’s mounting finan- 
cial crisis. 

Mr Dubinin, who rejected 
a Kremlin effort to force him 
to step down three weeks 
ago. yesterday offered his 
resignation to Russian Presi- 
dent Boris Yeltsin. Andrei 
Kozlov, one of Mr Dub inin 's 
deputies, bad resigned over 
the weekend. 

Adding to Mr Dubinin's 
humiliation, the Kre mlin 's 
only reaction was to say that 

EURO PEG PLAN_ 

Brussels 

studies 

rouble 

plans 

By NeU Buckley In Brussels 


he should have stepped 

down earlier. 

The left wing opposition 
and western and Russian 
bankers had fiercely critic- 
ised Mr Dub inin 's handling 
of the financial crisis, accus- 
ing him of exacerbating 
problems by trying to prop 
up falling Russian banks. 
The final blow came when 
Victor Chernomyrdin, the 
acting prime minister and a 
longtime patron of Mr Dubi- 
nin. publicly called for a 
change in the leadership of 
the central bank. 

Meanwhile, the rouble con- 
tinued its free fall yesterday. 
Tradlug on the Moscow 
Interbank Currency Ex- 


change, the main currency 
trading system, was declared 
null and void because there 
was almost no demand for 
roubles. 

Just a few months ago. Mr 
Dubinin was one of Russia's 
most respected- politicians, 
credited with a tough mone- 
tary policy that brought 
infix Hnn almngt to a stand- 
still and restored public faith 
in the rouble. 

But over tbe past three 
weeks, as Russia has 
plunged into financial tur- 
moil. Mr Dubinin's reputa- 
tion has gone with it Among 
ordinary Russians, be is 
reviled for failing to protect 
their savings in commercial 


banks and allowing the 
value of the rouble to 
plunge. 

On the financial markets, 
he has been attacked for his 
part in the government’s 
widely criticised decision 
simultaneously to devalue 
the rouble, effectively to 
default on its debt and to 
declare a confusing morato- 
rium on commercial bank 
debt payments. 

“The financial markets 
had completely lost faith in 
Dubinin," said Margot 
Jacobs, banking analyst at 
United Financial Group, a 
Moscow investment bank. “I 
grudgingly have to give him 
credit Cor stabilisation in 


Mrinfec Kremln saM he should have -stepped down earitor Reuters 


1996 and 1997, but he dearly 
does not have what it takes 
to regulate the banking sys- 
tem, which is part of the rea- 
son the problems today are 
so grave." 

under Russian law, parl- 
iament must approve Mr 
Dubinin's resignation. Can- 
didates to succeed him are 
Dmitry Tulin, chairman of 


the state-owned Vneshtorg- 
bank. A le x an der ' S hokhln . 

bead of the progovanment 
fa ction in parMament and an 
ally of Mr Chernomyrdin, 
and Victor Gerashchenko, a 
former head of the centra) 
bank. Mr Gerashchenko was 
once denounced by an econo- 
mist as the world’s worst 
central banker. - • 


WESTERN ADVISER FORMER BUNDESBANK CHIEF POINTS TO MOSCOW’S LACK OF RESERVES AND CREDIBILITY 


Pohl sceptical on currency board 


By Graham Bowtey to Frankfurt 


The European Commission 
said yesterday it was exam- 
ining Russian ideas for a 
currency hoard to stabilise 
the rouble, possibly pegging 
the falling currency to the 
euro. 

The European Union exec- 
utive said these proposals 
“needed to be looked at", 
and were being studied in 
preparation for a special G7 
meeting in London on Satur- 
day. Officials warned, how- 
ever, that conditions would 
have to be aLtached to any 
arrangement, and that it was 
“premature" to talk about 
additional macro-economic 
assistance from tbe EU. ' 
Tbe news came as the 
EU's former ambassador to 
Russia. Michael Emerson, 
said the European response 
bad been dangerously com- 
placent in the face or a crisis 
of “extraordinary gravity". 

A paper for the Centre for 
European Policy Studies, a 
Brussels think-tank, by Mr 
Emerson and Daniel Gros. 
an economist, urged the EU 
to back a currency board to 
avert hyperinflation in Rus- 
sia. estimating this would 
require external financing of 
about Ecu3Ubn-Ecu35bn 
tiffibnSBbn). 

“The present systemic col- 
lapse. interacting with 
hyperinflation, would 
amount to circumstances 
comparable, if not worse, 
than those which preceded 
the Russian Revolution of 
1917. or which led to the rise 
uf fascism in Germany." the 
paper warned. 

Victor Chernomyrdin, Rus- 
sia’s prime minister desig- 
nate. has advocated a cur- 
rency hoard, but has met 
intense domestic opposition 
to the idea. 

Yvi-s-Thlbault de Silguy. 
Eli monetary affairs com- 
missioner. suggested that 
three necessary conditions 
for u currency hoard to work 
were not yet fulfilled. These 
were adequate hard cur- 
rency reserves, a “credible 
and sound" ecouumic pro- 
gramme to inspire market 
confidence, and a suffi- 
ciently well-established 
domestic hanking system. 

One question was whether 
a board would peg the rouble 
to the dollar or tbe single 
European currency. 

Senior foreign ministry 
representatives from Aus- 
tria. Britain and Germany, 
are expected to visit Moscow 
on bvhali of the EU by the 
end nf the ucck. ahead of 
the G7 meeting. 


A currency board system, 
which the Russian authori- 
ties have proposed as a solu- 
tion to their mounting eco- 
nomic woes, is unlikely to 
work in Russia, one of the 
Russian government's prom- 
inent western advisers said 
yesterday. 

"The currency board con- 
cept has worked very well in 
Hong Kong and in Argen- 
tina. But in Russia neither 
the political nor the institu- 
tional preconditions for a 
currency board exist To be 
efficient the central bank 
would need sufficient 


reserves and credibility. 
Both do not exist,” said Karl 
Otto PQhl, the infl uential for- 
mer German Bundesbank 
president, who has been 
advising the Russian govern- 
ment 

In a bleak assessment of 
the situation in Russia, Mr 
Pd hi the government’s 

moratorium on debt pay- 
ments, part of a crisis pack- 
age announced on August 
17, had inflicted lasting dam- 
age to its international credi- 
bility. Mr Pbhl said much of 
tbe aid the International 
Monetary Fund had provided 
to Russia in the past had 
been wasted and he urged 


the IMF to he cautious in 
granting the Kremlin farther 

asKistarifit» . 

"The debt moratorium was 
the biggest mistake. It 
rofta p g that the central bank 
and government have lost 
confidence and credibility 
for along period of time." be 
said. "The IMF's money was 
not used properly. They 
should be very reluctant to 
provide the next tranche." 

Mr POhl was summoned to 
Moscow last week to advise 
the Russian government, 
particularly Boris Fyodorov, 
the ac Bn g deputy prime min- 
ister, on how to cope with 
the crisis. 


In a sign of the increasing 

tnfTnpnre of a small gnjnip of 

Russian business magnates, 
Mr Petal's invitation to Rus- 
sia came from Boris Berezov- 
sky, a ffnanrip.r and politi- 
cian. Mr Berezovsky is one 
of the main forces behind 
Victor Chernomyrdin’s bid 
to' be confirmed as prime 
minister. He is also believed 
to have the ear of the Krem- 
lin entourage. 

Mr PQhl warned that Rus- 
sia's market reforms were in 
grave peril, regardless of 
whether tbe Russian parlia- 
ment approved Mr Cherno- 
myrdin’s appointment as 
prime minister. 


“If Chernomyrdin is 
approved by parliament he 
will have to compromise 
with the parties in parlia- 
ment The outcome at course 
will be the reversal of the 
reform process. More power 
will he given to -the Duma. 
Capital controls and price 
controls will be introduced 
and some Industries and 
banks may be renational- 
ised," he said. - - 
He added "The IMF has 
played a useful idle in coun- 
tries like those in Latin 
America. But in the case of 
Indonesia and Russia, I 
doubt whether it . was very 
useful.” 


Sweden’s premier 
torn two ways as 
election nears 

Persson’s instinct is to shift his Social 
Democrats to the left but he has learned 
from experience, reports Tim Burt 



Sweden’s election race 
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Oran Persson was either 
bored or irritated. Con- 
fronted by a voter 
demanding more generous 
training grants, the Swedish 
prime minister began flick- 
ing through a cookbook 
given to him minutes earlier 
by a party supporter. 

Having stated his policy, 
the leader of Sweden’s ruling 
Social Democrats declined to 
argue the finer points of 
local welfare delivery. 
Instead. Mr Persson used his 
campaign visit to Kar- 
Lskrona. the old naval town 
500km south of Stockholm, 
to alert voters to danger 
ahead. 

“It will be extremely 
unwise to stay home for the 
election. You could wake up 
the next day with a weak 
centre-right coalition." he 
warned. 

The applause In the town 
square was generous, even if 
the only new thing heard by 
the audience was the protest 
by a small group of neo- 
Nazis, quickly ushered away 
from Mr Persson’s platform. 

The prime minister paused 


HYVNUXL HUES 

l*nNfehcit 1*i V.w Vmarwul Trrnr. iEur,<f\‘i 
Onhlf. YhAw^cnpfcil/ V WUI* Frank- 
I'jti an Mam. U.rnam T^Uphcw *— +' 
i si [> :i<«» f j\ * ‘1-« W ?“•> 4-SI RkT*i"- 
miUU id I r.,iilJuil t»i J Walvr UranJ, 

I -Hiq \ Kciiiufi! 4. U-dawiwt.i anJ 
ai l iwi-o t 1 } I'jihS V’ M CiuinxuB. 
jul \Un C MiH.-T fXjiuti Ouonun. Tbe 

•luii&i-likr ‘'I thi’ MiuDi-ul [uk- 
iFiiTi'jvi omMI l. HaaiMC '.hflvus IkW- 
i,ic- thiik.avn Oanlcii-. Utf- 

■Jl-ii. MIX ILL. bluf«;b**'alci of this 
iivq-am I s P>-i3 "'a rti. icpmcd al tbe 
vi'ic -rUnr.' 
liLRMlMi 

Ktsv.ii±tr Vhos-ins ufnias Colin 

\ krtnuiit 1‘rmleJ IliiHljo Inrenulhnul 
RAIL AJmnjI- Rosen- 
J.iV.- ‘a. «i’>5 \eu I"itihorf ISSN 

|‘I74 '}••} RfpiwNe fcdiwr khfeitd 

Lanital IN Fnunoii Tune* Lanital. 

Nui .Ui Ok SwUnruk Unto. Lixhtno 
M rilL 
IXSMfc 

I'u He- hint Pm.Tt>«r P \fjrilidu. J- Rur 
Lj tb«if *."*’*•' PARIS TdcjXnnk- |M|t 
<c<u. ku nlh : '7r, Pnnicr. 
S .\ Vi'fj Llair l S ’ I P.ir,! iL- Cane 
I ,hi|iRi Rt'iiKin Cota I Eifiliir. RiUunl 
kjnitw ISSN IU-4-">' Ct"onsMa»D 
I’aiilaUf S"» *’”"*hD. 

SUEDE V 

Rc.thjuuNc Pubitta: P LWin-nn 

TckrhviK s y\ A? 

kialLulmcai LipiL-AJt. PJ Bv* Ki' . 
S?<*J its Jiuli*r«i? 

■ Tlw hiMiku! lima Limned l**W 
KJiior kkJurd LbIul -■> Tb? fmuaail 
lint*. LmoW, Nainbef Onr Stwtlnailt 
tkiJp. L-Hhl-n Stl viiL 
R 


for autographs and expertly 
worked the crowd, safe in 
the knowledge that Kar- 
lskrona should remain an 
SDP stronghold in the Sep- 
tember 20 general election. 

But the party's grip on 
power is not so secure else- 
where. The SDP, which came 
to office in 1994 with more 
than 45 per cent of tbe vote, 
has seen its ratings decline 
to about 37 per cent in 
recent polls. Though it 
should remain the biggest 
party, it may emerge from 
the election with a reduced 
parliamentary base from 
which to form a minority 
government. 

That has been little solace 
to the main opposition Mod- 
erate party, led by former 
prime minister Carl Bildt, 
which has failed to breach 
the 30 per cent ceiling in any 
recent opinion poll 

Mr Bildt, who left Swedish 
politics after the last election 
to become the international 
peace envoy in Bosnia, 
hopes to form a non-socialist 
alliance with the liberal and 
Christian Democrats. But 
even that grouping would be 
unlikely to achieve a parlia- 
mentary majority. It would 
not unseat Mr Persson if the 
SDP could reach an accom- 
modation with other parties. 


Potuoni pid88tt markots 

To Mr Persson’s evident 
chagrin, the real winners of 
the campaign have so far 
been the former communist 
Left party, whose support 
has almost doubled from &2 
per cent at the last election 
to about 12 per cent 

Sitting in the back of his 
campaign bus, the prime 
minister said: “We haven't 
lost support to the right, but 
to the left My trouble is that 
my supporters do not see me 
as social democratic 
enough”. 

That sums up Mr Pers- 
son’s dilemma. By political 
instinct, he would like to 
take his party leftwards, 
offering far more generous 
benefits and improved wel- 
fare, while not committing 
Sweden to European eco- 
nomic and monetary union. 

But that desire is can- 
celled out by his experience 
as finance minister in the 
mid-1990s, when Sweden was 
labouring under a 12 per 
cent budget deficit and ris- 
ing unemployment. 

Since then, a tight fiscal 
policy has returned the 
country to break-even with a 
2 per cent budget surplus tn 
sight 

Yesterday, moreover, offi- 
cial figures pointed to a fur- 
ther decline in unemploy- 


ment pTciuding government 
tr aining schemes, from 8.5 
per cent to 7.3 per cent year 
on year. 

Mr Persson. who can be 
charming if a little immod- 
est, makes clean “I was the 
one who had to restore pub- 
lic finances. I will not lead a 
government that threatens 
that; the first priority 
remains reducing our debt" 

That financial prudence, 
fully endorsed by Erik 
Asbrink, current finance 
minister, jars somewhat 
with the SOP’S manifesto. It 
promises increased child 
benefit and lower charges 
for nursery places, with bet- 
ter pension provision, 
sharply reduced unemploy- 
ment and higher grants to 
local authorities. 

Yet Mr Asbrink, who is 
even more financially con- 
servative than Mr Persson. 
points out “Such measures 
can he afforded because we 
are enjoying solid growth 
and low Inflation; the Skr9bn 
(fl.lbnl of new spending is 
well within the reserves set 
op in the spring budget" 

That message has pleased 
the markets, where analysts 
have applauded the SDP’s 
“economic corset". But it 
irritates Moderate politicians 
and Mr Bildt in particular. 
He has accused the govern- 
ment of diverting attention 
from Sweden's onerous tax 
burden, and has proposed an 


SRrSObn package of spend- 
ing: cuts to finance lower 
taxes. 

“Tbe public sector is not 
performing well and we need 
to get away from the whole 
idea of a collectivist' welfare 
state.” he said. 

But that is a difficult mes- 
sage to sell in a country 
where the public sector still 
employs more than 30 per 
cent erf the workforce, and 
where income tax is paid 
with alacrity. 

“Mr BOdt would make a 
wonderful New Labour poli- 
tician in Britain or a Demo- 
crat in the US, but Sweden is 
not ready for his kind of 
medicine." according to one 
political analyst Such senti- 
ment has helped keep the 
Social Democrats In power 
for all but nine years since 
1945. 

Nevertheless, its parlia- 
mentary base is slowly 
weakening and it may have 
to form ad hoc alliances to 
exercise power over the next 
four years. 

The anti-nuclear Centre 
party, which bas supported 
tbe SDP for the past year, 
has said it wants a non-so- 
cialist government. But Mr 
Persson has hinted be could 
, work with the Liberals and 
1 Christian Democrats in what 
would be a less socialist gov- 
ernment, and that combina- 
tion could win support from 
the Centre. 


Belgrade defiant in face 
of human rights pleas 


By Guy Dinmore In Belgrade 

Two US envoys admitted 
yesterday they had made 
little headway in a meeting 
with Yugoslav President 
Slobodan Milosevic when 
they raised the “horrendous 
human rights abuses" they 
bad seen over the weekend 
in Serbia’s war-tom province 

of Kosovo. 

John Shattuck, US assis- 
tant secretary for human 
rights, told reporters of a 
candid conversation with Mr 
Milosevic in which they 
raised their concerns - gov- 
ernment shelling or fleeing 
ethnic Albanian refugees, 
destroyed schools, hospitals 
converted into police sta- 
tions. and villages empty 
except for packs of wild 
dogs. 

Mr Shattuck said tens of 
thousands of refugees were 
sleeping rough in forests 
with nothing more than the 
clothes they had fled in. He 
urged the government to 
tackle the humanitarian 
catastrophe it had created 


through its military offen- 
sive against pro-indepen- 
dence rebels of tbe ethnic 
Albanian majority. 

The seven-month conflict 
in Kosovo bas produced over 
250.000 refugees. While a few 
thousand bave recently 
returned to their homes in 
some areas, others are on 
the move daily. Yesterday 
scares fled as Serbian police 
moved into the central vil- 
lage of Ostrozub. 

Bob Dole, former US sena- 
tor, who heads an interna- 
tional commission for miss- 
ing people, said that he had 
nothing encouraging to 
report and that the war 
crimes committed in Bosnia 
were being repeated in Kos- 
ovo. 

Mr Milosevic did grant one 
small concession. The Inter- 
national Committee of the 
Red Cross would be given 
access to hundreds of ethnic 
Albanian men separated 
from their families and held 
by police on suspicion of 
belonging to the separatist 
Kosovo Liberation Army 


(KLA). Reporters in Kosovo 
said it appeared that all but 
60 of some 450 men seized 
last week near Ponorac had 
been freed. 

Diplomats believe it is 
unlikely that Mr Milosevic 
would heed calls for a cease- 
fire and a withdrawal of his 
forces in the near term, 
despite remarks by Mr Shat- 
tuck that "all options" - a 
reference to possible Nato 
intervention - remained 
open. 

Serbian police appeared to 
be massing for an attack just 
north of the provincial capi- 
tal, Pristina, where KLA mil- 
itants are mixed among refu- 
gees in oue of the few 
pockets left untouched by a 
government offensive over 
the past two months. 

A derision taken by Euro- 
pean Union foreign minis- 
ters on Sunday to ban the 
Yugoslav state carrier JAT 
from flying to European 
Union countries is likely to 
be enforced soon, diplomats 
said. JAT said yesterday it 
was business as usual. 


Malta to push 
for EU entry 


By MBchaeJ Smitti In Brussels 

Malta is to push to join the 
"first wave" of new members 
of the European Union in 
the new roffiennium follow- 
ing the conservative 
National party’s biggest elec- 
tion victory since the second 
world war at the weekend. 

Eddie Fenech Adami, 
swept bads to the premier- 
ship on a pro-EU platform, 
said; "The first tiling I am 
going to do is to intern tbe 
EU that the Maltese people 
want membership.” 

Maltese officials in Brus- 
sels said they expected the 
country’s application to join 
the EU. withdrawn by the 
then Labour government 
two years ago, to be. re- 
activated within days. 

“We shall ask to be 
included in the first group of 
applicants.” said one. The. 
first group comprises 
Poland, Hungary, -.the' Czech 
Republic, Slovenia, Estonia 
and Cyprus, all of which are 
aiming for membership in 
the early part of tbe next 
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LATBl H OLIDAYS BOOST PRODUCTION 

Gentian industrial output 
shown increase of 3.8% 

Gerinan industrial production rose by a seasonally 
adjusted^ per cent from Juno to July, according to pre- 
I’finiwyflgares’puWished by the economics mhiisiiy yes- 
terday. Compared vrftb Jriy a year ago, production rose 
2-9 percent 

The IhCTMse, which followed a 1 2. per cent drop in pro- 
duction from Mayto Jtme, came largely because the holi- 
day season started later thfe year, the ministry said. 

Growth was particularly strong In the consumer products 
and capital goods sectors,. where production, rose 9.9 per 
cant and BJS percent month-on-numth respectively. 

Industrial production In eastern Germany rose by 6.4 per 
cent compared to 3.5 per cent in the western federal 

states. .... _ . 

However, the economics ministry warned that industrial 
production^ figures would show a deefoe for August, when 
more holidays were taken. Tobias Buck, Bonn 

INFORMATION TECHNOLOGY 


next decade. Another five 
central and east European 
members have also applied 
for membership but are less 
likely to win early entry. 

The European Commis- 
sion, the EU’s executive, said 
it was too early to say 
whether Malta could be 
given “fast track" status in 

entry negotiations. 

The Commission gave a 
positive opinion about Mal- 
tese membership in 1993 but 
a spokesman said a review 
would be needed to see if the 
opinion was still valid. 

Diplomats said there was a 
reasonable chance Malta 
would be included in the 
first wave of entrants, 
although problems over Mal- 
ta's replacement of valued- 
added taxes with custo ms 
and excise taxes would have 
to be resolved. 

The weekend elections in 
which the Nationalists won 
51.8 per cent of the vote, was 
greeted with celebrations in 
which people drove in cara 
draped with the flags of the 
w inning party and of the EU. 


Banks to spend $30bn 

Banks in western Europe will spend $30bn on information 
technology this year, according to research published yes- 
terday by International Data Corporation, the market 
research group. The spending wiU be driven by the need 
to erftance their service delivery capabilities and to finalise 
preparations for the euro. 

Bank TT spending on new delivery channels wffl be par- 
ticularly high, as traditional brick- and -mortar branches are 
automated and new electronic delivery channels are devel- 
oped. - . 

“Bank IT spending wiH account for between 10 and 12 
per cent of total IT spenrfing to Western Europe this year," 
said Barbara Blesio, a senior research analyst with I DC. 

Ms Blesio estimates that banks will account for about 16 
per cent of the total $93bn expected to-be spent on rT 
systems between 1997 and 2001 in preparation tor toe 
introduction of toe euro. She says US banks operating in 
Europe are much more focused on electronic commerce 
than their European counterparts, which are more con- 
cerned about ensuring Year 2000 compliance and the 
introduction of the euro. Paul Taylor, Paris 


NORWEGIAN PREMIER 


Bondevik prolongs absence 

Kjed Magne Bondevik, the Norwegian prime minister, yes- 
terday prolonged his absence from work, taking an addi- 
tional seven days to recover from a work-induced “depres- 
sive reaction”. Last week, Mr Bondevik took time off work 
to deal with his condition. 

Mr Bondevik’s doctor said he expected him to return 
waH before parliament reconvened on October 2. 

Mr Bondevrk’s absence has prompted criticism from Carl 
Hagen, leader of the opposition Progress party, which 
holds 25 out of 165 seats in parliament Mr Hagen said 
parliament had to know more of Mr Bondevik’s health 
problems to decide whether he was well enough to deal 
with any possible crisis. Valeria Skfild, Oslo 


TENSION OVER CYPRUS 


Greek PM to visit Turkey 

Costas Simftis, the Greek prime minister, wiH visit Turkey 
next month, amid tension between the two rivals over toe 
planned deployment of missRes on the efivided Island of 
Cyprus, a Turkish official said yesterday. 

Tension between Turkey and Greece has Increased 
since the Greek Cypriot-led government of Cyprus 
announced plans to install Russian-made S-3D0 anti-air- 
craft missiles on the island. 

Mesut Yilmaz, the Turkish prime minister, warned while 
on a visit to Israel yesterday that Ankara could take “all 
necessary measures to protect the Turkish people in 
northern Cyprus’ If Nicosia’s Greek-Cypriot administration 
deployed the missiles in November as planned. 

Greece backs the planned deployment, but Turkey has 
repeatedly threatened to destroy the missiles, saying they 
threaten It and toe breakaway Turkish Cypriot state where 
it stations 30.000 troops. Reuters, Ankara and Jerusalem 


ITALIAN CAR MARKET 

Big fall in demand expected 

Demand Tor new cars in Italy is expected to drop sharply 
during toe next months following the end of government 
incentives on new car sales and a worsening of the gen- 
eral economic situation. 

The impact of toe end of the government incentives in 
July was already felt last month, when new registrations 
fen 11.4 per cent, to 95,800 cars, from July. 

The Promotor group, which monitors trends in the Italian 
car market, said yesterday the volume of new orders in the 
first few days of this month was 77 per cent lower than in 
toe same period tost year. 

In contrast to the gloomy prospects for new car sales in 
Italy, the secondhand car market has started showing 
signs of recovery to July and August 

The JSCO statistical institute also reported yesterday a 
fall in Italy’s consumer confidence index to August to 117 
from 118,9 in July. It said that 17 per cent of toe respon- 
dents in its regular survey said in August they expected to 
buy a car over the next two years compared with 20 per 
cent in July. Paul Betts, Milan 


GERMAN. UNIONS 


Plan for stronger ties 

Two of Germany’s largest unions said yesterday they 
wanted to strengthen their co-oparation. The mewe reflects 
toe trend towards consolidation among the country's ailing 
labour associations. 

Germany’s rival unions - which often compete for mem- 
bers - are under pressure to consolidate because of 
deteriorating finances and declining membership caused in 
part by the country’s record levels of unemployment. 

IG Bergbau-Chemie-Biergie (1G BCE), the chemical and 
building workers union, and Deutsche Angestellten- 
Gewerkschaft (DAG), toe white-collar workers’ union, said 
their doser co-operatkxi would Increase finks between the 
DAG and the DGB, the' umbrella Goman trades union fed- 
eration. 

The K3 BCE is part of the DGB but DAG, which is con- 
sidered a maverick union, is not a member. 

Tha unlons sfflti yesterday the co-operation to wage 
negotiations: would give them increased power to protect 

workers' rights. 

Earlier this year five unions which belong to the DGB 
and the-QAG agreed to merge to form a “superunjon" 
which would be the biggest to the democratic world. But 
there arri growing doubts about whether the new union 
-would- work because of tensions between toe member 
associations. Graham Bowriey, Frankfurt 
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EUROPE 


ONE-DAY PROTEST SH0RTJ5T0PPAGES 

Truckers to 
strike over 
work hours 


By David Buchan in Paris, 
Michael Smith in Brussels 

and Davtd White in Madrid 


European truckers plan to 
stage a one-day protest today 
against their long working 
hours, which they want 
employers and European leg- 
islators to cut 

The protest Is planned as 
part of a worldwide day of 
action aimed at combating 
the dangers of driver fatigue. 
Demonstrations are also 
scheduled In Latin America 
and India. But the focus is 
on Europe, and changes in 
transnational legislation 
there. 

The European truckers’ 
union federation, the FST. is 
organising the protest with 
the International Transport 
Federation. It forecast short 
stoppages of traffic on the 
French -Bel gian-Lux embourg 
borders, the French-Spanish 
border and Channel ports. 

Rallies and demonstra- 
tions inside Germany and at 
points such as the Brenner 
Pass between Austria and 
Italy are also planned. The 
only action envisaged in the 
UK is a union visit to the 
transport ministry. 

European truckers com- 
plain they are not covered 
by the European Union cap 
of 4S hours on the working 
week, which applies to virtu- 
ally all other workers. They 
say Ell legislation focuses 
only on driving hours, mak- 
ing no allowances for the 


waiting and loading that 
brings their average work 
week up to 60 hours or more. 

However, Eli unions and 
employers have been negoti- 
ating a draft accord, which 
in theory would be signed on 
September 18. The agree- 
ment would cater for driv- 
ers’ total working time, and 
would set it at an average 
weekly maximum of 48 
hours, which could rise to 60 
hours a week but only for a 
limited period. 

Romolo Vivarelli, secre- 
tary general of the FST, said 
the protest's main aim was 
to “ensure the employers 
actually sign the agreement 
on September 18 and to press 
the Brussels Commission 
into changing its other rules 
on driving hours accord- 
ingly''. Full deregulation of 
road transport since July 1 
has also fuelled truckers’ 
concerns. 

The Commission expressed 
bafflement at the timing of 
the protest. “We thought the 
social partners’ [unions and 
employers] negotiations 
were going well.” said an 
official. 

In Spain, whose 184,000 
drivers of heavy trucks cur- 
rently work 58-hour weeks, 
unions are expected to block 
the main motorway crossing 
at La Jonquera on the east- 
ern motorway between 10am 
and noon. The motorway is 
used by about 8,000 trucks a 
day. Passenger cars would 
be allowed to pass through. 



Portuguese see big business as the winner from Emu 



Living with 
the euro 


Country’s army of small shopkeepers 
plans to stick with escudos as long 
as possible, writes Peter Wise 


S mall-time confidence 

tricksters in rural Por- 
tugal are said to be 
adapting to the introduction 
of the single European cur- 
rency by putting a new slant 
on od* of their oldest scams. 

Instead of posing as priests 
willing to be entrusted with 
gold, silver and jewellery for 
blessing by a visiting cardi- 
nal, they pass themselves oS 
as government officials tak- 
ing In escudos for conver- 
sion into euros. 

The scam - possibly just a 
tall story - is a measure of 
the suspicion felt by many 
Portuguese that changing 
over to the euro will mean 
digging deeper into their 
pockets to pay for most 
goods and services. 

Although an overwhelm- 
ing majority support joining 
European economic and 
monetary union (Emu), only 
5.8 per cent of those in a 
recent opinion poll felt the 
average citizen had anything 
to gain. Fewer than 1 per 
cent expected any benefit for 
the poor. The rich, govern- 
ment and big business were 


seen as the big winners. 

“People feel that the new 
currency win be used as an 
excuse for putting prices 
up,” says Maria Jose Cham- 
bel. who runs the village 
shop in PisSo. a small rural 
community 200km west of 
Lisbon in the Alentejo. one: 
of Europe’s poorest regions. 

Adapting to the euro will 
be an extra headache for 
many shopkeepers already 
facing an uncertain future. 
Portugal has almost three 
times as many small grocery 
shops as the European aver- 
age - about 3.8 per 1,000 
inhabitants, compared with 
1.4 for tbe European Union 
as a whole. 

But an average of five are 
being forced out of business 
every day as consumers turn 
to big new supermarket and 
hypermarket chains. 

In big supermarkets such 
as the Ptngo Doce chain, 
shoppers can already press 
electronic shelf labels to find 
out, for example, that a litre 
of orange juice costs 399 
escudos or 1.97 euros. This 
practice is frowned on by the 


Bank of Portugal because, 
until next January, it is 
based on an imaginary con- 
version rate for the euro. 

In her village shop, which 
sells everything from cheese 
to nappies. Ms Chambel 
plans to stick solely with 
escudos “for as long as posa- 
ble". She is well aware that 
only in January 2002 will 
euros begin circulating in 
notes and coins, alongside 
national currencies. 

This is sound policy, 
according to the European 
Monetary Union Association. 
It says customers will be less 
confused if small retailers 
delay quoting prices in both 
currencies until the euro is 
about to appear in pockets, 
tills and purses. 

Although fearing higher 
prices, most Portuguese exp- 
ect to take working with the 
new currency in their stride. 

The country welcomes 
10m foreign tourists a year 
and small shops and cates in 
the big towns and resorts are 
at home juggling with a 
handful of different curren- 
cies and languages. 



SmaH business in Lisbon: shopkeepers already face an imcertain future Sarah Pro.' an 


Families are used to 
receiving foreign currency 
transfers from relatives who 
have emigrated. Europe also 
accounts for 80 per cent of 
Portuguese exports and 75 
per cent of imports - a big- 
ger share of foreign trade 
than in any other EU coun- 
try. 

This means all Portugal’s 
banks and most companies 
are well practised in han- 
dling other countries, a skill 
less widespread in more 
developed EU economies, 
such as Germany. 

But companies with no for- 


eign dealings, especially 
retailers, are expected to 
experience some difficulty in 
adapting. 

Just to stay in business, 
small shops already face the 
challenge of improving their 
premises, increasing produc- 
tivity or changing into con- 
venience stores, discount 
shops or franchise outlets. 
Adapting to the euro means 
extra costs and complica- 
tions in the fight for sur- 
vival. 

Portugal is using Euro- 
pean funds to help finance a 
Es45bn (8248m) programme. 


known as Procom. which 
protides grants and cheap 
loans to encourage small 
retailers to invest In modern- 
isation and training. But 
shopkeepers have not been 
rushing to seek support 
Moreover, the govern- 
ment's television advertising 
explaining the single cur- 
rency has hardly found great 
favour. In the adverts, an 
-uncle” unfolds the myster- 
ies of the euro to an ingenu- 
ous family. But. for many 
Portuguese, he is the typical 
kind of know-it-all they 
would love to deflate. 


Single currency may widen employment disparities 


By Brian Groom 


Tbe European single curren- 
cy is likely to widen regional 
disparities in unemployment 
levels, according to new 
research by three Cambridge 
University academics. 

Michelle Baddeley, Ron 
Martin and Peter Tyler 
believe that monetary union 


“will impose a major and 
uneven shock across the 
regions of member states”, 
and that “tbe regions likely 
to suffer most will be those 
that already have the high- 
est relative unemployment 
rates”. Their findings are 
reported in European Urban 
and Regional Studies. 

Variations are already 


wide. EU unemployment 
began stabilising in most EU 
member states in 1995 after 
reaching a postwar record of 
more than 18m. but differ- 
ences in that year ranged 
from 3.2 per cent in Salz- 
burg, Austria, to 33.3 per 
cent in Andalucia. Spain. 

Examining two decades, 
tbe authors find little evi- 


dence of any tendency for 
unemployment rates to con- 
verge. This leads to social 
exclusion, lost output and 
increased public spending 
and poses an obstacle to the 
achievement of regional 
cohesion across the EU. 

Discussion about conver- 
gence has concentrated too 
much on inflation and defi- 


cits. they say. and too little 
on the real economies of 
member states - output, pro- 
ductivity and employment. 

“Yet real convergence is 
vital if monetary integration 
is to be successful: without 
real convergence, monetary 
union will almost certainly 
put severe strains on the 
weaker regions in the EU." 


Unlike the US. differences 
in culture, language and wel- 
fare systems will continue to 
hinder labour mobility 
across Europe, they say. 

European Urban and 
Regional Studies. By sub- 
scription from Sage Publica- 
tions. 6 Banhill St, London 
EC2A 4PU. 




ftHHjevik proicmis absent 


. 

*#.:• V 
A* - •• 

■h:,, 


»:->■ fcv--:.:- 


*•' .ii.. . v- . 


!«*■-.. 




*- -*. -1 TT.'* ' • 

. ••■si: ; •- 

•-— «r T 

*Jz -rr? •*t ! - • 

“■fcii*:- 

£V. T* 

-*>■ ; ’ • 
t.r. «»!»*- e : 




V* • 


.a-wvrr- 


Greek PM le visit Turkey 


-T '• ' 


< 


■— L S - - 

; ='v-;r: . ■ 
iJr ■£ 


■’■•••-•• • • 
■-*-.* r-- A • ' 

}-*' -TV • . *' ’ ’• 


*7' . J. - ■ 

.7v.- 


•/! • 
•r<vr.“ » 




-r -rt 


1 .1 . 

a>. • ' 




gif fall in C 


’xprt'" 




■j ---las 




I 1 '*- = ’ 


atm** 

. •. i • v - 

pt*f) fOf 

2v >*. m 

Is--'* ; v *:- .V - 

’j'-'V - fi*r- ’-- C v " 

wiy.'-i--; •'»>'■'•■••• ... 

-W . T: -• 

s^xri’ ... -*7**'. \ . - ■ 

.■-w- - ■ ■&*? i) 

'h'-'&r.i i: w 'I*'' f T. .. ' •» ' 

■ ^ 4; 11 ^ 

^-TT- ,«*** - 

••• 

like*-,.. ****■»■"■’■ - — 

*+***' 1 • - 

.y .. . 

***** r.v * • 

v ““ ' 


. , 4 




To avoid moral hazard, 
opacity may be the rule 



KB watch 


By Wolfgang MOnchau- 
in Frankfurt 


Non-Europeans often wonder 
who is going to be the lender 
of last resort in Europe’s 
new monetary regime. The 
European Central Bank will 
not fulfil that role, -at least 
not explicitly. Its constitu- 
tional obligation Is to stabi- 
lise the monetary environ- 
ment of the euro-zone. 
Banking supervision will 
remain tbe concern of nat- 
ional central banks or speci- 
alised supervisory bodies. 

The financial crises in 
Russia and Asia have put 
this issue on the agenda of 
European central bankers. 
European countries differ 
strongly in the way they 
deal with bailouts. Hie cen- 
tral banks of tbe UK, Italy, 
Finland and Spain are lend- 


ers of last resort to varying 
degrees. The Bundesbank, 
by contrast, is not This has 
to do with a decentralised 
banking system, but also 
with different attitudes. Ger- 
man central bankers are 
extremely sensitive about 
moral hazard. This means 
that lenders and borrowers 
behave recklessly if they 
-know that .they. will, get 
balled out eventually. 

Joachim Pels, ECB 
watcher at Morgan Stanley 
Dean Witter in London, 
thinks the * hands-off 
approach at the European 
levd is problematic in the 
long run. “The ECB will 
have to define clear rules 
that determine the scope for 
national central hanks dur- 
ing a crisis, setting down 
how much liquidity they can 
inject without collateral,” he 
said. 

An additional difficulty 
has been the trend for cross- 
border banking mergers, 
which created banks that 
operate on a pan-European 


level One role for the ECB 
will be to collect national 
data and disseminate them 
throughout the system. 

The current decentralised 
approach is geared towards 
the most likely scenario, a 
banking crisis affecting only 
one country. 

But a shock that affects 
everybody would be far more 
dangerous - and more prob-. 
able in the long run as 
Europe moves towards an 
integrated financial market. 

Some senior European cen- 
tral bankers believe it is best 
to keep tbe financial sector 
guessing about the central 
bank's intentions. There 
may still be bailouts, but the 
rules should be sufficiently 
opaque to avoid moral haz- 
ard. 

That appears likely to be 
the strategy the ECB adopts. 
The whole issue may never 
come to a head, but in tbe 
unlikely event of a systemic 
crunch, the so-called Euro- 
pean System of Central 
Banks will face an early test. 
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Slovak broadcasters to 
defend poll coverage 


By Robert Anderson 


Slovakia's main commercial 
television and radio stations 
will be hauled before tbe 
broadcasting regulator today 
^ to answer charges that their 
coverage has violated a new 
law which bans them from 
“election campaigning”. 

The move may raise tbe 
political temperature before 
the September 25-26 elec- 
tions, whose conduct is 
under scrutiny from interna- 
tional observers. Slovakia 
was left out of the first wave 
of potential European Union 
entrants last year mainly 
because of government Intol- 
erance of opposition. 

Tbe amendment to the 
election law, criticised by 
K. western governments’ for 
3 impeding free speech, bans 
private broadcasters from 
running, party, advertise: 
ments from 30 days .before 
the vote. The amendment Is 
vague and could be inter- 


preted to cover political dis- 
cussion programmes. 

The Council for TV and 
Radio Broadcasting will 
examine the news coverage 
of TV Markiza, 49 per cent 
controlled by Central Euro- 
pean Media Enterprises of 
the US, Radio Twist, a local 
news and musk; station, and 
Radio Free Europe, the US 
Congress-funded station. The 
Council can halt pro- 
grammes, impose fines of up 
to Skom ($142X100). or even 
withdraw licences from 
offenders. - Appointed by par- 
liament. it has a built-in gov- 
ernment majority. 

• . TV Markiza. last Sunday 
had tbe second episode of its 
“Leaders’* series halted after 
an episode which profiled 
MSkulas Dzurinda. leader of 
the opposition Slovak Demo- 
cratic Coalition. - 
Ivan Gaspare vie, speaker of 
the ■parliament, last week 
defended the amendment, 
saying: "We wanted to pre- 


vent a situation where 
strong political parties with 
financial means could take 
advantage at the expense of 
smaller parties." 

Opposition politicians and 
private media say the ban 
lets the government domi- 
nate poll coverage through 
the state TV and radio sta- 
tions. which they say are 
heavily biased towards the 
government Igor Kubis. gen- 
eral director of state-run Slo- 
vak Television, rejected 
these charges as “nonsense” 
in an Interview last week. 

However, Mr Kubis did say 
the station's French-style 
system of giving one-third of 
political coverage to the gov- 
ernment, one-third to the 
ruling coalition and one- 
third to the opposition, 
helped to correct wbat he 
called the imbalance in cov- 
erage among the private 
broadcasters, and newspa- 
pers, which fond openly to 
support the opposition. 




SECOND IN A SERIES 

AS THE EUROPEAN ECONOMIC AND MONETARY UNION IS 
ESTABLISHED, CENTRAL BANKERS ACROSS EUROPE CONTINUE 
TO AFFIRM THE IMPORTANCE OF RETAINING THEIR COUNTRIES’ 
SUBSTANTIAL GOLD RESERVES. 

The Banque de France: 

“Gold remains an element oflong-rerm confidence in the currency... Above ail, holding gold is, 
from the political point of view, a sign of monetary sovereignty. Even today, holding gold is 
an insurance policy against a major breakdown in the international monetary system.” 
“Neither the U.S. Federal Reserve System nor the Deutsche Bundesbank nor the Banca 
d’ltalia, nor, of course, the Banque de France are considering selling gold.” 

— excerpted from the 1997 annual report of the Banque de France, released April 1998 

jEAN-PlERRE ROTH, vice-chairman of the Swiss National Bank: 

“We are convinced that gold will continue to play a role as a currency reserve, especially in 
rimes of crisis ...We therefore intend to continue to maintain significant gold reserves. Those who 
expect massive gold sales from us will be disappointed." 

— in a speech released before the SNBs annual winter news conference, December 12 1997 


FACTS . . . GOLD . . . FACTS 


AlFONS VERPLAETSE, governor of the Banque Nationale de Belgique: 

“Europe will prevent us from selling further gold. For the good and simple reason that several cen- 
tral banks hold large reserves ... Gold still has a role to play in the international monetary system.” 

— in the Belgian newspaper L'Echo> May 5 1998 

ANTONIO DE Sousa, governor of the Banco de Portugal: 

“The price of gold is not as low as it seems ... not in terms of marks or escudos. For this reason, and 
because of the return we are getting on gold — some two or three percent — which is superior to what 
we get on the yen, at this rime it makes no sense to sell gold.” 

— in the Portuguese newspaper Expresso , May 9 1998 

JACQUES DE LaROSIERE, former managing director of the IMF: 

“Gold remains at the heart of the collective belief in the credibility of an international currency . . . 
it forms a sort of war chest,' indispensable for a tomorrow whose needs we can only guess at.” 

— in the French financial newspaper Les Echos, April 30 1998 

IN THE EYES OF THESE CENTRAL BANKERS, GOLD IS VITAL TO 
MAINTAINING STABLE CURRENCIES IN EUROPE AND AROUND 
THE WORLD. 

(§§ WORLD GOLD COUNCIL 

http://www.gold.org 

0 1W8 Wwld Gold Council 
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ASIA-PACIFIC 


Finance role 


taken over 


by Mahathir 


By Sheila McNulty 

In Kuala Lumpur 


Mahathir Mohamad, 
Malaysian prime minister, 
announced yesterday he was 
taking control of the Finance 
Ministry, following the sack- 
ing last week of his former 
heir apparent and finance 
minister, Anwar Ibrahim. 

Or Mahathir also 
appointed close confidants to 
lead the central hank after 
the resignation of the gover- 
nor and his deputy over 
objections to extensive capi- 
tal controls. 

Economists said the 
appointments were irrele- 
vant as Dr Mahathir, who is 
already home minis ter, has 
taken control over the coun- 
try - politically and econom- 
ically - amid the biggest cri- 
sis of his 17 years in office. 

"They're just there to. 
effectively, sign on the dot- 
ted line what comes from 
higher authority," said Song 
Seng Wun, regional econo- 
mist at GJL Goh Research. 
“All the controls over the 
economy and policies come 
through the prime minis ter’s 
office." 

Dr Mahathir did not 
appoint a deputy prime min- 
ister to fill Mr Anwar’s other 
previous role. He has no 
clear successor. 

Dr Mahathir gave himself 
the title of first finance min- 
ister. But he charged Mus- 
tapa Mohamad, entrepreneur 
development minister, with 
day-to-day Finance Ministry 
matters by appointing him 
to the new position of second 
finance minister. 

He appointed Ali Abdul 
Hass an Sulaiman, director 
general of the Prime Minis- 
ter Department's Economic 
P lanni ng Unit, as central 
bank governor. Zeti Akhtar 
Aziz, acting governor In the 
interim, becomes deputy 
governor. 

Perhaps most startling of 
all, Dr Mahathir made Nor 
Mohamad Yak cop adviser to 


the central bank. Mr Nor 
resigned from that position 
several years ago after the 
central bank lost billions of 
ringgit in the foreign 
exchange market. 

“This is quite shocking. 
Firstly an adviser being 
reappointed after having left 
in ignominy said Lim Kit 
Siang. parliamentary opposi- 
tion leader. “And then the 
appointment to the central 
bank of a non-banker. That 
appointment makes it very 
clear that there is no room 
for any independence, r 
think that's not very 
healthy." 

The central bank moved 
quickly to take advantage of 
the capital controls by 
reducing the statutory 
reserve requirement fthe 
money which institutions 
must place with the central 
bank at no interest) to 4 per 
cent, from 6 per cent This is 
to improve liquidity in the 
banking system to revive 
lending, which has dropped 
considerably as recession 
forces bad loans to mount. 

The bank also loosened 
curbs on lending to property, 
which were imposed to bring 
prices down to realistic lev- 
els before the crisis even 
began. 

Mr Anwar and the central 
bank had fought against this 
looser monetary policy, 
favouring an International 
Monetary Fund-style tight 
monetary and fiscally con- 
servative regime. 

But Mr Anwar bas been 
blamed for the swift move 
into recession and sidelined 
with police investigations 
into charges of sexual mis- 
deeds and leaking state 
secrets. 

Although Mr Anwar 
denies the allegations and 
says they are part of a gov- 
ernment conspiracy, all 
high-level supporters have 
abandoned him. Nobody 
wants to be seen supporting 
Mr Anwar against Dr Maha- 
thir, who is firmly in charge. 


INTEREST RATES FALL CRIMINAL PENALTIES FOR FALSEAND INADEQUA TE DISCLOS URES AND BETTER T RANSPARENCY IN FUTURES £ 


Hong Kong tightens finance market rules 


By Louise Lucs In Hong Kong 


Hong Kong yesterday 
introduced further measures 
aimed at strengthening the 
financial system, after 
admitting that the August 
attack on the currency was 
the biggest crisis since cre- 
ation of the fixed exchange 
link 15 years ago. 

The new rules tighten dis- 
cipline in the stock and 
futures markets, partly by 
introducing criminal penal- 
ties for false or inadequate 
disclosures and improving 
transparency in the futures 
market. 

The government also said 


it would adopt an arm’s 
length policy on the shares 
it accumulated during Its 
estimated USSHbn buying 
binge in the latter half of 
August to remove concerns 
over a conflict of interest - 
for example, the fact that it 
is responsible for the super- 
vision of HSBC Holdings, in 
which it bas an S.9 per cent 
stake. 

Hong Kong's latest moves 
follow a package of mone- 
tary measures taken at the 
weekend, which essentially 
served to boost liquidity in 
the money markets and thus 
make interbank interest 
rates harder to manipulate. 


Investors have broadly 
welcomed the various mea- 
sures. and mutual fund man- 
agers - who had been 
chased out by the govern-, 
ment's intervention - said 
they would now look at 
returning. 

Interbank interest rates 
fen back sharply yesterday, 
with the benchmark three- 
month rate closing at around 
6 per cent compared with 11 
per cent on Friday. 

Donald Tsang, financial 
secretary, said there 
appeared to have been a 
withdrawal by the "manipu- 
lators" - players who oper- 
ated the double-play of 


attacking the Hong Kong 
dollar to profit from short 
positions on the stock mar- 
ket. which tends to fall dur- 
ing currency attacks - but 
added that be remained 
Seared up for farther war. 

He said the August attack 
on the currency, which was 
sustained from across the 
globe in New York, London 
and Sydney, was the most 
serious financial crisis faced 
by the government since the 
massive slide in confidence 
that prompted the creation 
of the currency peg in 1383. 
This latest attack cost the 
government OSSazbn. 

This time around, fragile 


confidence at home was cou- 
pled with deteriorating mar- 
kets externally. - 

"We knew something seri- 
ous would happen if we just 
sat on our hands." Mr T sang 
said. 

However, he accepted that 
the new measures had costs, 
attached; for example, 
greater stability in intertank 
interest rates came at the 
cost of greater volatility in 
the foreign exchange 
reserves as Exchange Fund 
papers - government bonds 
- can now be used to secure 
Hong Kong dollar funding. 

While the moves were 
largely technical and Mr 
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CAMBODIA TURMOIL OPPOSITION CLAIMS INCIDENT STAGED AS EXCUSE TO END PROTESTS 


Hun Sen orders 
crackdown after 


grenade attack 


By Ted Bartfacks in Bangkok 


China acts on 


millennium bug 


By James Kynge in Beijing 


China has taken its first 
resolute steps towards tack- 
ling the year 2000 computer 
problem by issuing an 
order that system changes 
must be completed by next 
March. 

The directive from the 
state council (cabinet) to all 
state bodies warns that if 
economic losses result from 
failure to tackle the software 
problem, then the relevant 
supervisors will be held 
responsible, officials said 
yesterday. 

The software problem, 
which occurs when comput- 
ers misread the year 2000 as 
1900, is expected to be signif- 
icant in China. 

"One big problem lies with 
people's mentality." said 
Shao Kai, vice president of 
UFSoft. China’s largest 
financial software company. 
“Many top executives of Chi- 
nese firms have yet to real- 
ise how serious this could 
be.” 

Zhang Qi. the top official 
in charge of tackling the 
"millennium bug", said that 
China was at least nine 
months behind western 
countries in addressing the 
issue. The state council 
order, however, now recog- 
nises the urgency’ of the task 
before the government. 

The ministry of informa- 
tion industry' is to train 5,000 
specialists to solve the prob- 
lem, either by changing or 


reconfiguring systems or 
buying new computers. The 
first class of specialists, 
chosen from government 
ministries and the main 
commissions, has begun 
tuition. 

The “big four" state banks 
have been instructed to pro- 
vide loans for software 
upgrades in companies. The 
ministries of finance and of 
science and technology have 
also been told to fund some 
of the equipment changes in 
government bodies. 

Officials said that most 
key state bodies, such as the 
central bank, the China 
Securities Regulatory Com- 
mission, the Civil Aviation 
General Administration, the 
post office and the state 
power company, have 
already started to resolve 
the problem. 

Beijing’s se ism o logical 
monitoring system was 
renewing all of its computers 
next month to make sure the 
bug would not interfere with 
earthquake forecasts, the 
official Xinhua news agency 
said. 

Computer specialists said 
the private sector was most 
at risk, partly because entre- 
preneurs might be reluctant 
to allow technicians access 
to potentially confidential 
material contained on com- 
puter systems. 

Mr Shao from UFSoft said 
his company was providing 
software upgrades to cus- 
tomers free of charge. 


Cambodia’s post-election 
stalemate exploded Into vio- 
lence yesterday as the coun- 
try’s disputed leader, Hun 
Sen, accused opposition fig- 
ure Sam Rainsy of launching 
a grenade attack against his 


house and ordered his arrest 

Three grenades were 
thrown from a passing car 
early yesterday into Mr Hun 
Sen's Phnom Penh com- 
pound. Although Mr Hun 
Sen was not at home at the 
time and no one was hurt, 
be labelled the attack an 
assassination attempt and 
said Mr Rainsy was trying to 
discredit July's disputed 
election. Mr Hun Sen 
ordered troops to clear thou- 
sands of protesters off the 
streets. 

Officials from both Mr 
Rainsy 's political party and 
his royalist ally Funcinpec, 
led by Prince Norodom Ran- 
ariddh, said they had noth- 
ing to do with the attack and 
charged Mr Hun Sen with 
staging the incident to jus- 
tify a crackdown on opposi- 
tion protests against alleged 
electoral fraud. 

The attack was the latest 
In a series of post-election 
incidents, which include a 


grenade thrown inside the 
Interior Ministry compound 
at supporters of Mr Rainsy 
and the torching of a Viet- 
namese-built monument in 
Phnom Penh. 

Mr Rainsy and Prince Ran- 
ariddh have been leading a 
ma« sit-in in a Phnom Penh 
park and have said they will 
refuse to allow a government 
to be formed when the new 
National Assembly meets 
later this month unless bal- 
lots are recounted and some- 
one other than Mr Hun Sen 
leads the government. Mr 
Rainsy was understood to be 
seeking protection from 
United Nations officials. 

Yet observers said yester- 
day's incident could pave the 
way for Prince Ranariddh to 
distance himself from Mr 
Rainsy. allowing his Funcin- 
pec party to help Mr Hun 
Sen form a government. 
Three days of talks among 
the three parties, mediated 
by King Norodom Sihanouk, 
broke down on Sunday. 

"Violence is a proven 
negotiating tool here,” said a 
diplomat "Hun Sen is not 
yet implicating Ranariddh, 
only Rainsy. He still needs 
Ranariddh's support. If he 
doesn't get it, the electoral 
process is in real trouble." 



NEWS DIGEST 

WORRIES ABOUT ‘PEOPLE’S PARLIAMENT 


Burmese opposition 
leaders arrested 


A policeman halting an unexploded grenade found near the Phnom 
Penh home of Hun Sen yesterday Reuters 


Mr Hun Sen said he 
wanted demonstrators off 
the streets but would 
attempt to have police clear 
them peacefully. 

“The real attempt of those 
people is to destroy the 
result of the election,” Mr 


Hon Sen said. “They know 
throwing grenades into my 
house is a way to provoke 
me. or force me to use force 
against the demonstration, 
which could cause bloodshed 
and... destroy the result of 
the election." 


’•iV 


- **• 


Sharif lays the ground for shariah law 


Farhan Bokhavi 

reports on a new 
bid to Islamicise 
Pakistan’s courts 


N awaz Sharif; Pakistan’s 
prime minister, has 
summoned a meeting of 
MPs from his ruling Pakis- 
tan Moslem League (PML) 
today in an attempt to pre- 
vent his party from dividing 
over plans to introduce 
Islamic laws in the country. 

Mr Sharif needs the con- 
sent of two-thirds of the 
members of Pakistan's lower 
house of parliament, and two- 
thirds of the Senate to 
amend the constitution to 
make it subservient to the 
Koran (the Islamic book) and 
the Surmah (teachings of the 
prophet Mohammed). 

However, it’s an increas- 
ingly controversial move. 
Many recall a similar Islami- 
sation campaign by the late 
military dictator. General 
Zia nl Haq, in the 1980s. 
Among the most contentious 
measures then included one 
which said that the evidence 
of two women in a court was 
equal to that of one man. 

For the first time since Mr 
Sharif came to power in a 
landslide election victory, 18 
months ago, PML politicians 
concede that some of his 
MPs may openly oppose him 
on the issue. "There is oppo- 


sition to the Islamic move 
which only suggests that the 
prime minister’s grip [on the 
PMLJ may be weakening.” 
said one MP. 

In his latest public appeal 
for support. Mr Sharif told a 
gathering of Islamic preach- 
ers: "In the past you used to 
hold rulers accountable for 
not implementing Islam. 
Today I am holding on to 
you. Come, let us lay the 
foundation of a peaceful rev- 
olution. . . " Despite growing 
resistance from the Paki- 
stani opposition and groups 
of minorities. Mr Sharif 
vowed: “Islam is my belief, 
my religion and my destina- 
tion." 

However, critics charge 
that Mr Sharif s move is an 
attempt to hold growing 
opposition from Islamic 
groups at bay. 

He wants to pacify Islamic 
militants such as those at 
Sunday’s rally at the North- 
ern city of Peshawar, where 
chants of “Death to Amer- 
ica" were aplenty. 

The tehreek nifaz-i-shariah 
(movement for the enforce- 
ment of Islam) which organ- 
ised the rally, promised to 
attack American property 
and kidnap US citizens in 
Pakistan, unless Washington 
apologised to the Moslem 
world for last month's air 
strikes at camps funded by 
Saudi dissident Osama Bin 


Laden in neighbouring 
Afghanistan. 

Perhaps more seriously Mr 
Sharifs move has gelled 
together for the first time 
Pakistan's fractious political 
opposition. Benazir Bhutto, 
the opposition leader, this 
week announced the cre- 
ation of a new grand alliance 
consisting of her Pakistan 
People’s party and a group of 
smaller regional political 
parties. 

The opposition’s resistance 
has also cast doubts on Mr 
Sharifs ability to gain the 
Senate's approval. Political 
commentators say the PML 
may only get the support of 
47 senators, well short of the 
58 it needs. 


A defeat in the Senate 
would further weaken 
Mr Sharif politically at 
a time when he needs to 
make tough decisions if 
Pakistan accepts harsh con- 
ditions tied to an Interna- 
tional Monetary Fund loan 
its seeking. A fund mission 
is due here end of this week 
to begin fresh discussions on 
a loan programme, to help 
Pakistan stave off an 
Impending crisis on its $42bn 
foreign debt. 

The government defends 
its decision as a necessary 
step to create a welfare 
state. Mushahid Hussain, the 
information minister, said: 


“Everybody accepts that the 
present structure of govern- 
ment has foiled. Either we 
stick to the status quo or we 
go for a radical restructur- 
ing." 

Mr Hussain said, once the 
constitution was amended, 
the most vital change would 
be in the judicial system 
where cases now drag on for 
several years. In a measure 
of reassurance to the west, 
he said, Pakistan would 
remain a moderate and mod- 
ern Moslem state. 

However, analysts such as 
Maleeha Lodhi, Pakistan's 
former ambassador to Wash- 
ington, said, the government 
had placed itself on a 
“course of self-destruct". 
“It’s both a diversionary and 
a reactive move. Diversion- 
ary, because he [Mr Sharif] 
is beset by so many prob- 
lems and reactive because of 
the rise of fundamentalists 
in the wake of the US air 
strikes in Afghanistan.” she 
added. 

Human rights activists 
such as prominent Pakistani 
lawyer, Asma Jehangir, say 
the move could throw the 
country’s judicial system 
into turmoil. “The question 
is, who will decide what is 
according to shariah or not 
The legal system will be up 
for Interpretation and re- in- 
terpretation. and there will 
be chaos". 


Burma’s military government has launched a crackdown . 
on the opposition National League for Democracy (Nt-DJ, 
detaining at least 110 leading members erf the party, 
including SO MPs. The arrests began late on Sunday and 
continued throughout yesterday. They were concentrated 
In provincial areas outside the capital, Rangoon, the NLD 
said. 

Aung San Suu Kyi, NLD leader, and other executive 
committee members huddled in her personal compound 
were not targeted for arrest 

The government confirmed that arrests had taken place 
and said that it was seeking information about the NLD's 
plans to convene a “people’s parliament" later this month. 
The NLD said last month It would call a meeting of the 
parliament elected in a 1990 poll whose results were never 
recognised by the government. The government has said. . 
such a meeting would be illegal and could result in the 
outlawing of the NLD. Ted Bardacke, Bangkok 


INDONESIAN PROTEST 


Students urge Habibie to quit 


More than 1,000 Indonesian students broke into the parfia- 
merit compound yesterday, demanding lower food prices, 
the resignation of President B J. Habibie and the disband- 
ment of parliament - 

Though smaN. the protest marked a revival of student 
activism in Indonesia, following a three-month pause since 
massive protest triggered the downfall of former President 
Suharto. 

The students, mostly members of the Christian minority, 
only pushed 30 metres into the compound before police 
stopped them. Unlike in Mr Suharto's years, police 
refrained from violence and students camped out near foe 
entrance into the night Sander Thoenes, Jakarta 


CHINA HUMAN RIGHTS 




Robinson not to meet activists 


Mary Robinson, United Nations high commissioner for 
human rights, said yesterday that she had no plans to 
meet dissidents during her current visit to China. Her visit, 
the first by a UN high commissioner for human rights sinta 
China's Communist revolution in 1949, would instead =‘ 
locus on meetings with officials and members of state- 
sanctioned organisations. Ms Robinson said that several 
UN officers were In contact with dissidents in China but It 
would not be appropriate for her to meet them during this 
visit 

Permission for her visit was granted on foe understand- 
ing that a spirit of constructive dialogue would dominate, 
and that activities confrontational to Beijing would not be 
acceptable, a UN official said. 

Since her arrival in China on Sunday, a group of 116 
Chinese activists sent a petition demanding that she tour 
labour camps and press Beijing to stop using a “reform 
through labour" punishment in labour camps, without trial. 

China has pledged to sign the UN International Cove- 
nant on Civil and Political Rights this autumn. 

James Kynge, Beijing 


SOUTH KOREA 


Seoul seeks talks with North 


South Korea yesterday called for foe resumption of an offi- 
cial dialogue with North Korea after Pyongyang appointed 
a new leadership line-up at foe weekend. “We hope that 
North Korea’s inauguration of a new leadership will serve 
as an opportunity to help open an era of peace, reconcilia- 
tion and co-operation between the South and the North," 
said the Ministry of Unification. 

North Korea's Supreme People's Assembly, or parlia- 
ment, on Saturday re-elected Kim Jong-ii, son of the late 
"Great Leader” President Kim ll-sung, as chairman of an 
enhanced National Defence Commission. 

It abolished the post of president and instead hailed the 
late Kim as foe country's “eternal president", ft called 
chairman of the National Defence Commission “the highest 
Post o f the state”. The North also replaced the former 
Administration Council with a western-style cabinet and 
established a presidium in parliament under Kim Jong-pil’s 
control. Reuters, Seoul 
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WORLD TRADE 


FARNBOROUGH AIR SHOW MINISTERS IMPATIENT FOR CONSOLIDATION OF AEROSPACE INDUSTRY TO PROCEED 




European leaders shrug off 
French merger reservations 


By Michael Skapinkar and 
Alexander Nlcott in Farnborough 


European industry and 
transport ministers yester- 
day presented a united front 
over the future of their 
defence and aerospace com- 
parties. insisting that the 
French government pres- 
ented no obstacle to consoli- 
dation. 

The ministers were meet- 
ing shortly after Jean-Clande 
Gayssot, the French trans- 
port minister, warned that 
any merger between British 
Aerospace and Daimler-Benz 
Aerospace (Dasa) of Ger- 
many could jeopardise plans 
to turn Airbus Industrie into 
a limited company. The 


transformation of Airbus is a 
central feature of plans to 
create a unified European 
Aerospace and Defence Com- 
pany (EADO. 

The ministers from the 
UK. Germany. France and 
Spain said after a meeting at 
the Farnborough air show 
that they were impatient for 


the consolidation of the 
industry to proceed. Mr 
Gayssot said yesterday that 
the French government’s 
only concern was that equi- 
librium be maintained 
between the four companies 
that owned Airbus and that 
no partner be allowed to 
dominate. Airbus is owned 
by Dasa. British Aerospace. 
Aerospatiale of France and 
Casa of Spain. 

Peter Mandelson. the UK 
trade and industry secretary, 
said the ministers expected 
Airbus to become a limited 
company by the middle of 
next year. He said, however, 
that the Airbus partners still 
needed to settle issues such 
as how much their respec- 
tive assets are worth and 
where the new company will 
have its legal domicile. It 
will be headquartered in 
Toulouse. Airbus is at pres- 
ent a confederation of the 
four companies and makes 
no profits and losses in its 
own right. 

Tony Blair, the UK prime 


minister, also urged the 
industry to move towards 

consolidation when he 

opened the air show yester- 
day morning. 

Accompanied by Peter 
Mandelson, the British trade 
and industry secretary, Mr 
Blair said; “Over the last 
year, the aerospace industry 
has made important prog- 
ress on restructuring in 
order to beat the growing 
challenge of being globally 
competitive. I have strongly 
supported this.” 

The four governments - 
UK France. Spain, and Ger- 
many - have urged Europe's 
defence and aerospace indus- 
try to consolidate to con- 
front competition from large 
US groups such as Boeing, 
Lockheed Martin and Ray- 
theon. 

However, Dasa and BAe 
have said that the French 
government’s control of 
Aerospatiale was an obstacle 
to reform. The French gov- 
ernment earlier this year 
announced that it was merg- 


ing Aerospatiale with Matra. 
the defence and electronics 
arm of the Lagardere group. 
This would result In the 
French government's stake 
in Aerospatiale falling to 
below 50 per cent. 

British Aerospace and 
Dasa have said the French 
government would still have 
too great an influence over a 
combined aerospace and 
defence group. 

However, the UK govern- 
ment is confident the French 
government is ready to dem- 
onstrate that it will not try 
to influence the manage- 
ment of any merged aero- 
space and defence company. 

The decision to reduce the 
French government stake to 
below 50 per cent was 
regarded by the UK as an 
Important psychological 
step. The UK believes the 
French government is more 
pragmatic than it is given 
credit for and that It will 
move to reduce its Aerospa- 
tiale stake further eventu- 
ally. 



An American mechanic beside an FI* at the show. A consolidation of the 
defence industries would challenge the domination of US companies 


European aerospace and 

David Ahmed 


CONTRACTS 


MILITARY TRANSPORTS 


Success for makers Boeing and BAe to seek RAF deal 

of regional aircraft 
and for Boeing 


By Alexander NIcoJ! 


Aircraft deals worth millions of dollars were announced at 
toe air show yesterday. 

• Boeing said it had won an order for 17 aircraft from 
International Lease Finance to include nine next-generation 
737-800s. ILF has also ordered six 757-200S, one 
extended-range 767-300 ER and one 777-200ER. 

• Continental Express, a unit of Continental Airlines, has 
ordered 25 50-seater Jets from Brazil's Embraer worth 
$375m. The order is the third tranche of 25 Embraer RJ145 
jets. Continental has also ordered 25 RJ135 jets, bringing its 
total orders to 100 aircraft Continental has the option to 
acquire an additional 175 RJ145s and RJ135s, exercisable 
over toe next 10 years. Continental Airlines recently said its 
unit would retire some of its turbo-prop aircraft in favour of 
jet aircraft. 

• KLM Royal Dutch Airlines yesterday became the first 
European airline to purchase the Boeing 737-900 aircraft 
with an order for four aircraft valued at S238m. The order 
brings Boeing's total orders for the next generation 737 
planes to more than 1,000. The planes are scheduled for 
delivery in 2001. 

• Bombardier of Canada is today expected to announce 
it has received an order for 10 Canadair regional jets in a 
contract worth around $27m. Last week Bombardier 
announced contracts totalling $723m including an 
agreement with Atlantic Southeast Airlines for 27 CFk) Series 
200 and 700 aircraft and an order from Midway Airlines for 
seven CRJ aircraft. 

• (Santas Airways has asked Rolls-Royce to upgrade the 
engines of toe airline's existing 18-strong fleet of Boeing 
747-400 aircraft This business is in addition to toe order 
announced in June for the RB21 1 -524G/H-T to power new 
747-400 aircraft for Qantas. 


Boeing of the US Is close to 
linking up with British Aero- 
space in a bid to supply C-17 
Globemaster aircraft to meet 
the British Royal Air Force's 
short-term needs for •‘heavy 
lift” transport capability. 

An agreement between the 
two companies, still being 
negotiated, would represent 
a powerful competitor 
against any others which 
may bid In a contest 
launched last month by the 
ministry of defence. 

BAe would win significant 
subcontract work on Boeing 
civil aircraft programmes 
under tbe proposed agree- 
ment - perhaps worth as 


much as the entire cost of 
the British C-17 contract 

RAF officers have 
expressed a clear preference 
for the C-17 over other air- 
craft to fill a gap in Britain’s 
ability to deploy forces rap- 
idly to the world's trouble 
spots. 

The RAF wants to lease 
four of the Boeing aircraft, 
which are large enough, to 
carry a main battle tank, as 
a short-term measure to tide 
the RAF over until a longer 
term solution is in 
place. 

The government’s strate- 
gic defence review, pub- 
lished in July, included 
plans to acquire four C-17s 
or equivalent aircraft as a 


short-term measure. The 
MoD has since launched par- 
allel competitions to meet 
both the near-term and 
long-term requirements - 
the latter also include 
replacement of half of the 
RAF’s Hercules fleet 

Since Boeing makes the 
C-17 - which would cost 
over $200m each to buy - its 
decision to lodge a bid itself 
appears to preclude the pos- 
sibility of any other com- 
pany offering C-17S through 
an alternative financing 
route. 

Under the proposed 
bid BAe would support 
the C-17 aircraft and 
introduce them to the 
RAF, as well as winning 


the new subcontract work. 

BAe’s involvement in the 
C-17 offer could complicate 
the outlet for the European 
future large aircraft (FLA), 
in which BAe has a large 
role as a partner in the Air- 
bus consortium which would 
build iL BAe executives said 
the company remained folly 
committed to the FLA, but 
wanted to meet tbe MoD's 
requirements. 

The prospects for the FLA 
- which would be smaller 
than a C-17 but bigger than a 
Hercules - are clouded by- 
Germany’s decision to study 
the Russo-Ukralnian Anto- 
nov-70 aircraft as an alterna- 
tive. However, some German 
industrialists believe Bonn 


will eventually reject the 
Antonov, which has a five- 
man cockpit, and return to 
tbe FLA which has a two- 
man flight crew. Russia’s 
financial problems also do 
not bode well for the Anto- 
nov’s development. 

The RAF, which is about 
to begin taking delivery of 25 
Lockheed Martin C-130J 
transports, does not wish to 
have three types of transport 
aircraft in its fleet. This 
means it will eventually 
have to choose between two 
out of the C-17. the C-13QJ 
and the FLA. Choice of the 
C-17 and the FLA would 
mean selling the new 
C-130JS and its older 
Hercules. 


REGIONAL JETS AIRCRAFT COSTING LESS THAN $500m TO DEVELOP WILL ENTER SERVICE IN 2002 


Airbus 100-seater to rival Boeing 


By Michael Skapinkar 


• Rolls-Royce also said it had won a $36m order for 
engines to power two more Boeing 757-200 aircraft for 
American Trans Air. The order value also indudes a spare 
engine. 


Airbus Industrie, the 
European consortium, yes- 
terday said It would enter 
the market for 100-seat 
regional jets with the cre- 
ation of a new aircraft, the 
A3 18. 

The aircraft, which will 
enter service in 2002, will 
compete against the Boeing 
717 and smaller versions of 
the 737. Noel Forgeard. Air- 
bus chief executive, said at 


the Farnborough Air Show 
that the aircraft, an adapta- 
tion of the existing A320 
family, would cost less than 
$500m to develop. 

The announcement follows 
the collapse of plans by Air- 
bus to build a new 100-seater 
in partnership with Aviation 
Industries of China (Avici 
and Singapore. 

MT Forgeard said all three 
parties had decided it would 
be too expensive to develop a 
completely new aircraft. 


Adapting an existing aircraft 
family would be cheaper. 
Airbus will launch the new 
aircraft by the end of this 
year, provided it finds 
enough customers. 

Mr Forgeard said that 
while this marked the end of 
Airbus' plans to manufac- 
ture a regional jet in Asia, 
the European consortium 
had established good rela- 
tions with the Chinese. Air- 
bus planned to announce a 
new project in partnership 


with Avic. hut he would not 
say what this would involve, 
though it would not be pro- 
duction of a new aircraft 

Harry Stonecipher, Boe- 
ing’s president said the 100- 
seat 717 aircraft flew for the 
first time last week. The air- 
craft was originally devel- 
oped as the MD-95 by 
McDonnell-Douglas. which 
Boeing acquired last year. 

Boeing has struggled to 
win customers for the air- 
craft and has so for taken 


orders for only 50. Mr Stone- 
cipher said he remained con- 
vinced there was a demand 
for the Boeing 717. 

Mr Forgeard said Airbus 
was pressing ahead with 
plans to build a 550-seat air- 
craft. provisionally called 
the A3XX. Airbus had 
increased its estimate of tbe 
development cost of the air- 
craft from $8bn to SlObn. 


Lex comment; Page 20; Editorial 
comment, page 19 
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Indonesia eases 
restrictions on 
foreign investors 


By Sander Thames in Jakarta 


Indonesia has opened 26 
industrial sectors to foreign 
Investors and has promised 
to lift restrictions on invest- 
ing in h anking . 

However, both liberalisa- 
tion moves contain elements 
that could discourage a 
badly needed influx of funds. 

Such restrictions would 
breach an agreement with 
the International Monetary 
Fund to lift all restrictions 
on foreign investment in 
both retail and wholesale 

banks. 

Indonesia's finance minis- 
try, Baxnbang Subianto, told 
parliament that a draft law 
would allow foreign inves- 
tors to buy local banks or set 
up new hanks, opening up a 
sector in which foreigners 
are limited to a 49 per cent 
stake. Most of Indonesia’s 
banks are facing liquidity 
problems or buckling under 
negative spreads, because of 
interest rates of up to 70 per 
cent 

In an apparent effort to 
encourage foreign banks to 
bail out locals rather than 
set up as new competitors, 
Mr Bambang said foreign 
banks would need to take a 
local partner to set up new 
banks. 

He did not explain how 
large a stake would need to 
be awarded to local partners, 
nor did he specify whether 
foreigners could buy 100 per 
cent- of a local bank. 

Tbe government lifted a 
ban on investment by large 
industries, domestic or for- 
eign, in sectors that bad pre- 
viously been the preserve of 
small enterprises. 


They Include farming, fish- 
ing. furniture and food, as 
well as trade, restaurants 
and retail businesses outside 
the main cities. 

In large cities the retail 
sector had already been 
freed up for investors. 

Indonesia badly needs a 
boost in production, process- 
ing and distribution of food 
but a requirement for inves- 
tors to grant at least 20 per 
cent of their local venture to 
small enterprises would dis- 
courage most big companies. 

It would mean that a food 
processing company or a 
fast-food chain would need 
to find dozens of small part- 
ners to start a business of 
any relevant size. 

An official at the Invest- 
ment Coordinating Agency 
confirmed that such restric- 
tions would be in place but 
said they would not apply to 
investments In big cities. 

Former President Suharto 
had tried, often in vain, to 
protect small village indus- 
tries from competition by 
conglomerates, most of 
which are owned by ethnic 
Chinese who had been ban- 
ned from living in rural 
areas since the rule of Indon- 
esia’s first president, 
Sukarno. 

The ZMF had pushed for 
such restrictions to be lifted 
but appears to have eased up 
on Indonesia In recent 
months. 

In line with the World 
Bank and bilateral donors, 
the Fund has In recent 
months shown more concern 
with the risk of famine and 
political instability in Indon- 
esia than with details of eco- 
nomic reforms. 


I INTERNATIONAL ECONOMIC INDICATORS-. PRICES AND COMPETITIVENESS i 

Yearly figures are shown In Index form with the common base year CV 1985. The real exchange raw te an Index throughout; other quarterly and monthly figures show 

the percentage change over the oomoponduig period m the previous year and are positive unless otherwise stated. 







UNITED STATES 



JAPAN 





GERMANY 








lb* 

M 




IM 

Mi 







Coaamr 

fteducer 


Ifemc 

■rataapp 

Canmmt 

Pnxtoem- 


labour 


Contanm 



Mnr 



price* 

Priam 

Eenlnpi 

cost* 

me 

price* 

prim 

Eentogi 

cost) 

mb 

prim 

prim 


M 


1907 

105.6 

100.7 

103.9 

98.4 

76.1 

1015 

92.5 

103.1 

100.0 

122-9 

100.1 

95.0 

107.0 

107.1 

1109 

1968 

100-9 

103.2 

106.8 

100.2 

71.0 

102.3 

92:3 

107.8 

96S 

131.0 

101.4 

96S 

110.0 

106S 

109S 

1689 

1152 

108.5 

1099 

101.9 

74.9 

105.1 

94.2 

114.0 

96.8 

123S 

104.2 

99S 

112S 

108S 

107S 

1890 

121 £ 

1133 

nas 

1043 

73.2 

108.3 

95.7 

120.1 

99.7 

108S 

107.0 

101.0 

117S 

110S 

109S 

1691 

126.8 

116J 

117.3 

1084 

74.1 

111.9 

96.8 

124.2 

103.9 

113.2 

nos 

103.4 

125S 

109.6 

107S 

199Z 

1304 

117,7 

120.1 

108.4 

74.0 

114.0 

95.9 

125.6 

112.8 

114S 

nes 

1CWS 

139.1 

115S 

110S 

1993 

134.3 

1 19-2 

123.1 

108.6 

76.4 

115.4 

94.3 

125.8 

118S 

131S 

121.7 

105.1 

148S 

1194 

ms 

1994 

137.8 

119.9 

126.5 

107.9 

74.1 

1165 

92.6 

1284 

118S 

137.3 

125.1 

105.7 

152.5 

112.1 

109.8 

1995 

141.7 

122.2 

129.7 

105.7 

68.7 

115.9 

92X1 

132.5 

115.8 

138,3 

1274 

107.5 

159.1 

110.6 

114.7 

1996 

145.8 

125.4 

133.9 

104.8 

734 

115.8 

90.4 

135.8 

113-2 

117.7 

129S 

107.1 

163.0 

109.7 

109.9 

1997 

140.2 

125.9 

138.1 

103.7 

79.1 

1174 

91.0 

139.7 

110.0 

111S 

131 S 

108S 

165S 

103.1 

104.7 

3rd qtr.1997 

2 2 

-0.1 

2.6 

-02 

794 

1.7 

1.3 

2.7 

-2S 

115.9 

IS 

14 

IS 


1034 

4th qtr.1967 

1.9 

-0.7 

3-3 

0.7 

802 

2.1 

1.1 

1.6 

IS 

108.1 

1.8 

1.1 

1.0 

-fi .1 

104S 

1st qJr.1998 

1.5 

-1.7 

3.0 

1.4 

82.0 

2.1 

0.5 

OS 

3.6 

107.0 

IS 

0.6 

IS 

-5S 

104.0 

2nd qtr.1996 

1.6 

-1.0 

2-6 

1.2 

83.2 

0.6 

-1.9 

-1.0 


100S 

IS 

0.1 

1.6 


104.6 

September 

2.1 

0J3 

2-7 

0.0 

79.9 

2-2 

14 

IS 

-3S 

112.8 

IS 

1.4 

IS 

-5.1 

103S 

October 

2.1 

-0.3 

3.5 

0.4 

79.4 

24 

1.3 

IS 

-02 

111.6 

1.8 

IS 

IS 



November 

1.8 

-0.7 

34 

0.7 

79.7 

2.0 

1.1 

1.8 

3.9 

107.4 

IS 

1.2 

0.7 



December 

1.7 

-1.2 

3.1 

0.8 

01.6 

15 

OS 

IS 

IS 

105X3 

IS 

1.1 

IS 

-6S 

104S 

January 1896 

1.6 

-1.7 

ZS 

0.8 

82.4 

2.0 

OS 

-04 

34 

106S 

IS 

0.7 

IS 



February 

14. 

-15 

3.1 

1.9 

81.6 

2.0 

04 

02 

34 

108.6 

1.1 

0.7 

IS 



March 

1.4 

-1.0 

3L1 

1.5 

82.0 

25 

0.1 

0.3 

4.7 

108S 

1.1 

0.6 

IS 



April 

1.4 

-1.2 

2 St 

0.9 

82.4 

0.7 

-2.0 

-OS 

6.1 

103.9 

1.4 

0.3 

1.8 


103S 

May 

1.7 

-0.3 

ZJ9 

0.8 

82.9 

0.6 

-1.9 

-0.1 

IIS 

101.0 

IS 

0.1 

1.6 



June 

1.7 

-0.8 

2.8 

1.7 

84.5 

0.4 

-IS 

-1.9 


97S 

IS 

-0.1 

1.6 



•Mr 

1.7 

-0.3 


2.1 

84.9 

0.0 




87.7 

OS 

-04 




August 
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1987 

1Q5J3 

99.0 

107.8 

103.0 

104.7 

111.0 

102.2 

111.8 

107S 

102.1 

107.7 

104S 

116.3 



1968 

108.8 

1005 

1115 

104.1 

102.1 

1165 

105.7 

1104 

108.5 

IMS 

iias 

108.7 

126S 



1969 

112.6 

108.7 

1155 

1052 

99.7 

124.2 

112.0 

125.6 

113.6 

105.1 

121 s 

113S 

137S 



1990 

116-5 

107.7 

121.5 

109.6 

102.9 

131.7 

lies 

134.7 

122.6 

111S 

133S 

121.0 

150.1 

121.6 


1991 

120.2 

106.4 

127.1 

1134 

100.7 

140.3 

mo 

147S 

134S 

113.1 

141 S 

127S 

1624 

127.9 


1992 

123.1 

105.3 

132.3 

115.6 

104.2 

147.7 

122.3 

155.9 

13&8 

109S 

1464 

131S 

173.1 

128.4 


1993 

125.6 

103.0 

135-6 

116.1 

1Q8.S 

1539 

128S 

1S1.8 

145.6 

95 2 

148.7 

136.7 

180.9 

127.9 

93.1 

1994 

127.7 

104.2 

138-2 


106.1 

180.0 

131.6 

167.0 

139S 

933 

1524 

140.1 

189.5 

127S 


1995 

130.0 

109.5 

141,5 


106.1 

16&6 

142.0 

172-2 

133.8 

90.3 

157.8 

146.0 

198.0 

132.8 

90.7 

1996 

132.6 

106.7 

144.9 


10fx2 

17S.0 

144.7 

175.3 

146.6 

101 S 

IBIS 

149S 

206.8 

139S 

sa.7 

1997 

134.2 

108.1 

149.0 


102.1 

17R2 

146.6 

1*1.8 

148.7 

102.7 

teas 

151.5 

215.8 

1444 

109.4 

3rd qtr.1997 

1.3 

0.3 

2.8 

aa. 

100.3 

1.5 

1.7 

34 

OS 

101.8 

3.5 

1.3 

4.1 

2S 

111.7 

4th qtr.1997 

15 

0.7 

2.8 

aa 

102.1 

1.6 

IS 

3-3 

-0.7 

102.7 

3.7 

1.0 

4.B 

3.9 

112.1 

1st qtr.1996 

07 

0.6 

2.6 

n.a 

100.7 

1.7 

1.1 

2.1 


102S 

34 

OS 

5S 

5J3 

114S 

2ndqtr.1B98 

1J) 

-<L3 

2 A 

aa 

101.7 

1.8 

OS 



1012 

4.0 

0.8 

5.1 

5,6 

109S 

September 

15 

rta. 

nj. 

n.a 

101.3 

1.4 

1.0 

34 

n.a 

102.1 

3.6 

IS 

4S 

as 

106S 

October 

1.1 

n.«. 

n4 

aa. 

101 3 

1.6 

1.6 

34 

aa 

1015 

3.7 

1.1 

4.8 

3.7 

109.8 

November 

1.3 

rui. 

aa 

na. 

102.3 

1.6 

1.6 

34 

euL 

103.0 

3.7 

OS 

4.8 

3S 

112.9 

December 

1.1 

0,0. 

n a 

aa. 

102.1 

1.5 

14 

&2 

rua 

102.6 

3.6 

1.0 

4.5 

4.0 

113.6 

January 1988 

0JS 

(14 

aa 

aa 

1002 

1.6 

IS 

1.6 

aa 

102.8 

3S 

0.6 

4.6 

5 S 

113.9 

February 

07 

n.a. 

aa 

aa 

101.0 

1.8 

1.3 

1.7 

ns. 

102.1 

34 

0.7 

5.0 

6.0 

113.6 

March 

OJ 

rua. 

' nA 

(14. 

101.1 

1.7 

OS 

2.8 

ns. 

1023 

3S 

1.0 

04 

6S 

115S 

April 

1.0 

nA 

na 

aa 

1014 

1.8 

OS 

3.1 

aa 

102.3 

4.0 

OS 

5.7 

8.6 

nss 

May 

1.0 

aa 

njL 

na 

102.1 

1.7 

0.6 


aa 

103S 

4S 

OS 

5.0 

5.5 

111.6 

June 

1-0 

a*. 

aa 

aa. 

101.2 

1.8 

04 


na 

103.0 

3.7 

IS 

4.7 

4.7 

113.7 

July 

08 

aa 

na 

(ul 

T01.4 

1.8 

OS 


aa 

104S 

3-5 

0.8 



113.4 

August 
















StaMIca for Garmany apply only to western Germany, fata summed by Datastreem and WS=A tan nskmal government and IMF sources, and by JP Mcroen. Now 

rorfcOonaumer pricer not seasonally adjusted. Producer prices not saasmaly adjusted, US 

- ftoWHHt goods. Japai - manuftclurad goods, Gwmsry - Industrial products, 

France - Hvnwiafe gwds, twy - total gradusar prices. UK - mxwbcturwl products. Earns* W** ** awBoraly acfusnd. refers to wrings to RwwficUitoB swept 

France and ltdy (wage ratae in kafustry), Hourly except Japan fmonmM and UK {werirM. Un« labour coat*: aeesonafly ac*>H*d. measured In domestic arrtnjJes. Gwmany - 

mining and manufacturing, other countries 

- manufacavfng industry. Red axchange rata JP Morgan reel effwatve entoange rata Indm versus 18 industrial country cunendaa. 
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The . Centre National 
d'Etudes . Spa dates, . the 
French space . agency, fa 
ready to reduce its stake in 
Arianespace, in a move that 
could pave the way for* sig- 
nificant reorganisation of 

shareholdings in the Euro- 
pean commercial satellite- 
launching consortium. 

Gerard Bracket, the agen- 
cy’s managing director, told 
Air et Cosmos, a specialist 
magazine, that the body was 
ready to shed part of the 32 
per cent stake which cur- 
rently makes it Ariane- 
s pace's largest shareholder 
In order to u recentre" the 
consortium around an indus- 
trial shareholder of refer- 
ence. 

But he said the agency 
ought to keep an interest of 
about 20 per cent ’‘in order 
to conserve a significant 
role". 

It has been clear for some 
time that the long-drawn-out 
restructuring of the Euro- 
pean aerospace industry was 
likely to have a knock-on 
effect for Arianespace. most 
of whose 50 shareholders are 
aerospace manufacturers 
and engineering companies. 

The idea of restnicturtog 
Arianespace to make it more 
commercial was already 
under consideration by 
France’s previous centre- 
right government, with 
Francois Fillon, then space 
minister, talking of building 
a “more market-oriented, 
more economic, more 
Industrial, less public” struc- 
ture. 

Nevertheless, the current 
French government 
responded to Mr Bracbet’s 
remarks by appearing to 
play down the prospects of 
rapid change. Claude 
All&gre, education, research 
and technology minister, 
told Europe 1 radio: “At this 
stage there is no decision on 
the future of Arianespace-” 

French entities currently 
hold a combined stake of 57 
per cent of the consortium, 
with German groups having 
more than 18 per cent and 
Italian just over 7 per 
cent. 

The consortium faces 
tougher competition to a 
market it has dominated in 
recent years with the immi- 
nent arrival of a string of 
new launchers. 

It is currently trying to 
cram eight flights, including 
the third launch of the new 
Ariane 5 rocket into little 
more than four months at 
the end of the year. 
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US cruise missile attack may have upset 
a shift at heart of Sudan’s government 


The bombardment has played into hands 
of hardliners keen to use ft as a weapon 
against Washington, says Mark Huband 


T he expected benefits of a 
political shift at the 
heart of Sudan's Islamist 
government may have been 
shattered by the ■ impact of 
last month’s US missile 
attack on the capital. 

The cruise missile attack 
on August 20 on a Kharto um 
pharmaceutical factory 
alleged by the US to be prod- 
ucing precursors for chemi- 
cal weapons happened at a 
critical point in the shift in 
Sudan's political direction. 

By using as a pretext for 
the attack Sudan's alleged 
support for terrorism, the US 
resurrected accusations 
which many observers recog- 
nise as no longer accurate. 

The apparent paucity of 
US evidence proving the 
function of the factory has 
played into the hands of 
hardliners keen to use the 
attack as a weapon against 
US policy, at a time when 
many Sudanese regard 
closer US ties with 
the government as both pos- 
sible and essential if Sudan 
is to solve its humanitarian 


and political crises. 

Since a presidential and 
parliamentary election in 
1996, Sudan has witnessed 
the slow eclipse of the politi- 
cal Influence of Hassan al- 
Tourabi, Its Islamist leader, 
and an increase in the power 
of Omar Hassan aJ-Bashir, 
Sudan’s president 

This shift within the 
Islamist-military coalition 
which seized power in a 1989 
coup has brought with it a 
new multi-party constitution 
and a peace agreement with 
some faction leaders in the 
war-ravaged south. 

“The US is essential. I 
don't think the US has seen 
that the overthrow of the 
government isn't the solu- 
tion. It would bring chaos,” 
said Riek Machar, the 
southern faction leader who 
signed a. peace agreement 
last year with Khartoum. 

A wide variety of opinion 
in Khartoum is agreed that 
the time has never been bet- 
ter to find a solution to the 
civil war ra g in g in stages 
since 1956, leaving 1.5m 


people dead since 1961. Most 
regard the war as the cause 
of the political extremism 
and instability afflicting the 
country since independence. 

The consolidation of Mr 
Bashir's power has emerged 
from a series of policy 
clashes with Mr al-Tourabi, 
a lawyer who heads Sudan's 
National Islamic Front (NIF) 
or Mamie Movement 

“Tourabi had great influ- 
ence in the early years. He 
was practically the only 
voice. But he has used up his 
political capital ," said 
Osman Khali d Mudawi, a co- 
founder of the NIF. 

■“Over the years, he has 
antagonised his political 
base. I see Dr Tourabi as 
[now] having very little 
influence on the decisions of 
government. There have 
been conflicts between Tour- 
abi and Bashir. 

"They have been on non- 
speaking terms several 
times. Bashir complained 
that Tourabi Interfered too 
much in the practice of gov- 
ernment regarding Tourabi 
as a member of the legisla- 
ture who was behaving like 
a member of the executive.’’ 

Mr Tourabi has channelled 
his vision of an islamin soci- 


ety into the National Con- 
gress, a political party to 
which most ministers now 
belong and which he leads 
as secretary-general 

Despite its elite member- 
ship, the Congress is not 
regarded as holding the 
reins of power, owing to 
pressure from politicians 
now grouped round Mr Bas- 
hir who are determined to 
reverse Sudan's fortunes. 

“Sudan is trapped. The 
agenda is centred on a sur- 
vival strategy, not long-term 
policy," said Hassan Maki 
M uhamm ad, a leading mem- 
ber of the National Congress, 
and an academic at Khar- 
toum’s International Univer- 
sity of Africa. 

“For the past six years, 
this government has Just 
passed from crisis to crisis, 
from pressure to pressure, 
from test to test. These 
people in government, after 
10 years, have discovered 
that the survival of Sudan 
depends on changing Its poli- 
cies. 

“Tourabi is fed up and has 
Started to withdraw. He has 
many problems from the 
government, from insiders 
and outsiders. He himself 
talks about the failure. He 



Sudanese Speaker Hassan sl-Touratd (right), congratulates President Omar al -Bashir Poure: AP 


has the courage to admit it. 

“The war in the south is 
the main cause of the 
change in the government's 
direction. We are heading 
towards a collective leader- 
ship in Sudan. Dr Tourabi's 
role will not be diminished 
because of a struggle for 
power but because his time 
is over and there is a new 
generation coming." 

Despite his membership of 
the National Congress. Mr 
Maki distances himself from 
the architect of Sudan's 
Islamist policies. "I don't 
have to mean much myself 
personally. If religious val- 


ues are spreading, 1 don't 
have to be in government.” 
said Mr al-Tourabi. “That's 
why 1 supported Omar Bas- 
hir” in the 1989 coup. 

“Islam can't come to 
power except by force, 
because the west won't allow 
it. Now, western Europe is 
gradually returning to 
Sudan. They have a stake 
with us and they will try to 
normalise relations." 

Dominating policies now is 
a determination to move to a 
pragmatic engagement with 
the outside world, much as 
Sudan’s ally Iran has 
attempted since the election 


last year of President 
Mohammad Khatami. 
Among the new generation 
of politicians, the- urgent 
need to address Sudan's 
domestic crises rather than 
assert a leading religious 
role within the Islamic wurld 
dominates the agenda, 

T still say the government 
is Islamist. But applying this 
by war is untenable," said 
Mr Machar. "War is a bad 
instrument for achieving 
ideological ends. The govern- 
ment has come to accept 
this. And they know Islam 
isn't threatened by the 
south.” 


The main southern faction 
leader. John Garuns of the 
Sudan Peoples* Liberation 
Army iSPLA). has yet to 
accept Iasi year's peace 
agreement. Without the 
SPLA. the agreement is 
unlikely tn succeed. Even so, 
it meets many of the SPLA's 
demands, including self-de- 
termination for the south 
and its full independence If 
southerners vote for it. 

’The southern problem 

has been cracked with the 
signing of the peace agree- 
ment.” said Mr Machar. 

"Now. if the Americans 
changed their policy «if oppo- 
sition to the Sudanese gov- 
ernment” and encouraged 
accept since of the peace 
agreement by the SPLA's 
Ugandan hackers, "the SPLA 
would have no choice but to 
awne to terms with the gov- 
eminent. And with peace in 
Sudan there would be peace 
in Uganda and the entire 
Nile Basin.” 

With Sudan m*w closer 
than ever to reaching the 
domestic political turning- 
point essential fur solution* 
tn be found, the L’S decision 
to bomb Khartoum appears 
to have shattered the slowly 
evulvin 1 ; move towards com- 
promi-e between Sudan's 
waning sides. 

With at least 2fiil.iiun 
southern Sudanese facet! 
with famine caused by the 
war. the need for a creative 
US role lias never been 
greater. 


Netanyahu 
remarks irk 


military ally 


Championship defence by Helen. 


By Judy Dempsey hi Jerusalem ised the relationship. 

— Turkey and Israel have 

Turkey is angry with Israel been drawn to each other 
over remarks made by Ben- militarily, partly out of 
jamin Netanyahu. Israeli necessity. Several European 
prime minister, in which be Union countries have ended 
said the central defence axis arms sales to Turkey 
between the two countries because of its human rights 
was the basis for forming "a record and treatment of the 
regional framework”. Kurds. As a result Ankara 

Turkish officials said the has started expanding its 
remarks caught Ankara off own arms industry while 
guard since Israel for the looking to Israel for sopbisti- 
first time stated publicly cated military technology 
what is known privately - since Israel does not attach 
that it wanted to establish a any human rights conditions 
strategic/military alliance, to its weapons sales. 

This could shift the balance Mr Yilmaz told Jordanian 
of power in the Middle East officials the military rela- 
and. alienate Turkey from its, tionship with Israel was not 
Arab neighbours. * :: • -.r exclusive. "Ankara wants to 
“We told the Israelis we have closer ties with Jordan 
were very angry over the both In the military and ecu- 
way in which Netanyahu nomic fields,” a Turkish offl- 
presented the relationship," dal said. “It is in our inter- 
a diplomat said. ests not to make the 

The remarks, at a confer- relationship with Israel seem 
ence tn Tel Aviv last week, exclusive 
were made ahead of an offi- Avi Machlis adds: The 
dal visit by Mesut Yilmaz, Histadrut, Israel's trade 
the Turkish prime minister, union federation, yesterday 
He arrived in Israel yester- called off a general strike 
day after folks in Jordan and that paralysed the public 
is due to meet Yassir Arafat, sector for three days, after 
president of the Palestinian reaching agreement with the 
Authority, today. finance ministry over wage 

But they also hit a raw negotiations, 
nerve in Turkey which Both sides declared vie- 
insists that the growing mill- tory, even though according 
tary ties with Israel pose no to the agreement, most dis- 
threat to any country. ' puted issues were pushed off 
Mr Netanyahu yesterday to a new round of talks, 
played down his comments, Histadrut had demanded 
saying the closer military an 8 per cent pay rise for 
and economic ties with Ank- public sector workers. 

ara were directed at "no — — — — — — 

third party” although Iran Russia crisis mixed Westing tor 
and Syria have openly critic- Tel Aviv, Page 40 


Nigerian ruler 
pledges reforms 

By fflffiam Watts in Abufa commission was being set 

........... — ... — up to regulate and monitor 

Abdulsalami Abubakar, the petroleum sector and 
Nigeria’s military ruler, yes- reduce the powers of state- 
terday reaffirmed his deter- owned Nigerian National 
initia tion to end the coun- Petroleum Corporation, 
try's pariah status, which provides more than 90 
promising to speed up eco- per cent of export earnings, 
nomic reforms, fight corrup- and oppor tunities for mo- 
tion, and reorganise the pant graft 
petroleum sector under the The general called on cred- 
guid a n ce of a special com- itors to reward his govern- 
rnigjcinn meat's efforts with much 

He also released the draft needed, relief on repayment 
constitution for the next of the country's estimated 
civilian government which $34bn external debt 
Sani Abacha, his late prede- “We also invite, intema- 
cessor, had kept under tlonal investment banks, 
wraps. commercial banks, export 

The 201 -page document, credit agencies, and raanage- 
the result of a constitutional raent consultants to work 
conference held in 1995, con- with us In Mr liberalisation 
tains detailed guidelines for of markets, deregulation and 
the way Nigeria would be privatisation." he said, 
ruled after an elected civil- An end - tn the dual 
jan government Is in place, exchange rate system, of 
"All comments and views which the military has tradi- 
arising from -ffie public will tionaUy been the main bene- 
be presented to the Provi- fldary, would also be looked 
sional Ruling Council for into, he added, 
consideration prior to pro* Confident and relaxed, the 
mitigation," Gen. Abubakar general's demeanour con- 
told a news conference in basted sharply to the bun* 
the capital Abuja. ker mentality of Gen Aba- 

Gen Abubakar. who has cha, who rarely left the 
persona] control of the petro- heavily fortified presidential 
leum ministry, was speaking compound, in Abuja and sel- 
in his first meeting with the dom met the press, 
press in which he discussed. He said an Inquiry was 
a broad range of issues since under way into state fluids 
assuming office last. June. embezzled by the former 
He said an independent regime.: 


UV defence by Ciba. 


As Helen resists her opponent, Cfba resists the sun. 


The threat of the sun's rays increases daily. To defend themselves against harmful ultraviolet radiation, more and more 
people are rejying on sportswear, clothing and lotions. Many of these trusted products contain unique sunscreens 
developed in Ciba Specialty Chemicals' laboratories. 

By putting new spins on UV protection, our innovative chemists are scoring points with consumers 
and manufacturers. In addition to helping Helen and other people enjoy their moment in the 
sun, Ciba's technology is also extending the lives of products from photographs to car bumpers. 











PUBLIC BANKRUPTCY AUCTION SALE 
By Order of the United States Bankruptcy Court 
For the Southern District of New York 


59 Maiden Lane 
New York City 


THE PROPERTY IS BEING SOLO AT AUCTION IN CONNECTION WITH A PREPACKAGED PLAN OF REORGANIZATION (THE -PLAIT) PROPOSED BY 
OLYMPIA A YORK MAIDEN LANE FINANCE CORP COAY FINANCE"). OLYMPIA & YOR K MAID EN LANE COMPANY. LLC (-OAY MAIDEN LANE") AND 
THE AD HOC COMMITTEE OF NOTEHOLDERS OF OAY FINANCE (THE -AD HOC COMMITTEE- AND COLLECTIVELY WITH OAY FINANCE AND OAY 
MAIDEN LANE. THE -PLAN PROPONENTS"). 

• re$acemeb( costs? 11 * 1 * P 1 ™ 6 ^ ew York City office complex located io Financial District at significantly less than 

• 44-story Downtown New York City office tower with floor plates ranging from 16.500 to 38200 square feet 

• 1.060.190 rentable square feel (61% leased) 

• Availability of desirable large blocks of contiguous space 

• Significant cash flow will be created through strategic repositioning and capital improvement program 

• Convenient access to New York City transportation system 

MINIMUM BID: $76250.000 payable in cash 

UNCONDITIONAL SALE: The sale will not be subject to completion of due diligence, financing or other contin- 
gencies except as provided in model form of contract (the '‘Model Contract*’). 

INITIAL BID REQUIREMENTS: Initial bids must be received on or before 5:00 P.M. Eastern Daylight Time on 
September 28. 1998 (“Initial Bid Deadline") and must be submitted to insignia/ESG, Inc.. Capital Advisors Group 
("I/ESG"). Attention: Kevin F. Haggaity. 200 Park Avenue. 18th Floor, New York. N. Y. 10166. 

• initial Bids must be submitted in writing and accompanied by $3 million deposit in form of certified check made 
payable to Marine Midland Bank (the "Indenture Trustee") 

Financial Capability of Bidders must be demonstrated bv a 


• Financial Capability of Bidders must be demonstrated by current financial statement and sufficient information 
about financial wherewithal of Bidder 

• All Initial Bids must be made on same terms and condition as Model Contract 

• Property to be sold free and dear of all liens, claims, encumbrances and security interests (except as provided in the 
Model Contract) 

OFFERING MEMORANDUM AND DUE DILIGENCE MATERIALS: 

UESG has prepared an Offering Memorandum for the Property. Copies of the Offering Memorandum wifi be made 
available to parties expressing an interest in the Property. I/ESG has also established a data room at the Property con- 
taining comprehensive due diligence materials including leases, financial information. Property condition and title 
reports. Such due diligence materials and Property inspections may be made available to interested parties during reg- 
ular business hours upon prior arrangements with I/ESG. Parties expressing an interest in the Property and dealing to 
review the foregoing will be required to execute a confidentiality agreement. 

Auction Sale: October 20, 1998 

Time: lfcOO A.M. EDT 

Location: The Metropolitan Gub. 1 East 60th Street 

New York, New York 10022 


open Court with no additional notice provided to any party. 

Terms All Ml dull be nude in iiKtcncDB afCSOJHQ. AH biihfiiiKailbe AncUoaSiledall be madeani 
m IE n4e dgCTTfloa. to c o mfafc r bah rrtridi do not cn i uht entirely ntcastt. 


i all rarii beta, aMnagb ibe Ad Hoc CmdBOee reserve* die right. 


For Further Information Contact: 

Eidnsive Sales Agent 
Insignia/ESG, Inc-, Capital Advisors Gronp 
200 Park Avenue - 18th Floor, New York, New York 10166 

Kevin F. Haagarty Tet 212^84-6600 - Fax:212-984-8040 or 
Kenneth L. Zakin Tet 212-984-8129 - Fax: 212-984-8040 

AUCTION PROCEDURES 

TV Plan Proponent* have receded approval by tbc United Spin Bankruptcy Cumt for the Southern Dean o( New York (the "Banbupuy Court”) o( Ibe fafluwtag auction 

procedures - 

1 On June III. IWK. OAY Maiden Lane and Mllchefi E. Rudin.ihr Receiver of OAY Maiden LmkIiV -Receiver-) entered into a cenuacl (the 'Eaten* GmtraT) » 
sell the real property bated al 5^ Maiden Lane. New YaA. New York I Ibe “Propem") to Amtnbl Really Cbrp (~Armra*') Irce and dear all lies*, dams, encumbrances 
and security mictetu ( other than Permitted Encumbrances), subject to hither and better bids as set forth therein and herein. 


and teranlv Mcreui (other than Permitted Encumbrances), subject Luhklter and better bids as set forth (herein mid heron. 

1 All [mini compurinabi* (or the Property (tV "lutol Bub' I must be subauned by September 2K. iVMal Tin PM EDTllbe -BUdioa DoOmc'l. AD Initial Bub must 
Ix m smim* sod nrau V mmttniaed bv a S3 mififoa derail (the *Bid DcrcM* 1 ) a ihe tarn at a certified deck made parable lo Marine MUfaad Boat Marne Midland 
Bant, ns sucetuot Indenime Trance (the 'Indenture Trustee”) shall dcpont each Bid Dc|mn aa a seytregated accoual wmoi thafl be inverted In sevai (7) cby unsay bfk or la 
a Burney rmutcl (mb rrtodi in«-its roich m US. Trcomy ussnanrs. Au Irani! Brfa nrosl bo bean amosai aL u least S76230.000 parable ta cash and rtmll not be rnbsect so the 
oomptenon of due Jdmcncc. ubtahdny ol Imndag or mite corampenoes ul any natntc tateept — p r irml a l in the model contract |whkb Is s il h H twn ly in the form of the 
ExcrtBtf Cunuacll I ibe -Model Cataract”). AS Initial Bids on V accontpmjed bv a current Oaaaaal statement ol ibe teddn am I urfbocat infomtauoo about Ilf financial 
w Vrt w i tktl and HsaNllly to pro»ideademateaMnratlce of future pcrfbemancc under any eacannrvc o B ira as or anet p lte d kaaeswtieb are tube amcaiedaad M sImifduailBT 
Uk Model CoonacL AU Initial Btdmaftte madeoo the same terms and condition. as the Model Contraa. IT a tedder demo to make any chanfa W the Modd Aetna, raefa 
bKkkt must suborn a ecoy of I V Model Contract marked lrtih any etunyes along with its Inttal R<d. provided, however, that the Ad Hoc Coomuttec dul benader no 

oNtpmon to consider b»£ OO lenns different from [hose w (orth in (he Modd Contract. Any part) who .implies with these terras may snbaU aa Initial Brd. including aar naras- 
hci ol the Ad Hoc CamaaUce. ABImltt Bids man V received V Ml Kevin Hnj^any. buieniafESG. Inc, ±0 Park Avenae. New York. New Ybrt 1U166. on 01 prior lo fee 
Bedding Deadline. Me Hanarty shall promptly provide copies to LbaG. Becketmn. Ejcl, Siroock & Slrooeh A Lavan LLP, 1*0 Maiden La ne . New York. New Yoct 10CB8. 
Daral t Reiter. Esa. KeS^Dryc A Warren LLP. IDI Part Avenue. New York. New Yuri HI17X. Lane. Na*eMrji E **. Wdl. Gutshal A Manna. LLP. 767 FifUr Arcane. New 
York. New York |ilJ5J. Joel London. 6a. Fried Frank Hams Stam-i A Jaeobaoa One New York Plain. New York. No York ItnOf aad Kathfcen Kane. Eaq. World financial 
Properties. 1_R. One Liberty Plata. Ufa Float. New York. New York I'M*. 

i. TV Ad Hue Comaiuee shafl review an of the Initial Bkh which are timely ■ earned aad shoA aoufv each of the fatkiai bidders io wruioe as la whether iu lottiel Bid Is a 
'Qoalilyinit Bid” by no later ilun October IL IWH ol 5UI RM. EDT Amtnat shall be decimal lo haw sobmlUcsl a OwlTymft Bid la the (nem of the Existing Contract. Only fad- 


e Marine. LLP. 767 Fifth Arcane. New 
Kathfcen Kane. Eary. World financial 


'QoolilymtE BnT by noUicr iluii Oaober li IWW m SJP P.M. EDT Amiri shall be deemed io have nsbrntacsla Qmlfyg Bid la ibe loem ol ibe Ealstlnp Contraa. Only bid- 
ders who have bees d eter m ine d by the Ad Hoc Cnrooi i trnr lo haw sobanned a Q nobly! Of Bid arifl be prrmnr d in brd n die And ten Sale. AD Bid Deposa v dimm ed with a 
non-Ouahlyiae Bid wn be promptly returned wtthaoy ialeml accrued tVieon 

a. l^SG hanestabhibed and shall mmaijen a daanmBi lor IV Property wad ibcBidAnyDeadftne. TV dou room tbaB contain leases. ro H n m n. aad other documents 
reLump lotbc ProperViadudiaMBy oaveya. dde reports aod corn cmneiual reports, a tech are 1a Ule pwarBion of the ReccNar aad PAY Mawtai Lawe and cenaia Baaactel 
mfotmauon ahom the Prop e rty . The Inlimmalioii contained in tV data room shall be made available wnhnut any r e pr eam juon or watTialy by the Baerivrai OAY Maadeo 
Lane. LESG. o» aay other pony wnh raped io aucb tnronnailoo. mdndinp. wnhom Imuauoo. the aoemey of Nidi inTonoolm. Any pnniei unerased la making aa Initial Bid 
on the Prope r ty shall have access lo ihc data room by comcting Kctbi Hugatty at Z 1 2-teSL6600 or Keaaeth L-Zatan M 2I2-W4-SIN. To the extcai lb* try of UK Wonnalloa 
uuntamed ra Ihc dau rtxxn is non-public Brfonna|Jon.the nros p ec uv e bidder stall be ictraired w eucule a eonfidesiiality apeetneiu ui a fotm acrrpiaWe lo Ibe Raroiver pnor lo 


Property and vom the dau room to IWhcr iafoeniaiion wnk rcspcei io ■ V Property prior lo maktnp ita Inued Bad ad lb) robes soldy oa its tavradptiiin and i^irnlna. If any. ta 
nutenp res Initial Bid. 

S I/ESC hns ptepnred an ofterlag mennir.iiiihim for the Property Neither IV Plan Proponents, I he ladentnrc Duct, t V Recover nor UE5G stedl have any liability with 
respect to the otfenne meraanadoBt Copms of IV oflcmy mcmamnluiii. the jncuoa pcocrdorcs. the Model Contraa and (be nrdrr ol the Bankrupted Conrt appro*na the 
juetim prooedins shall be sent ro all parties who la) have expressed on interim in leerrsme rodi m at ed a h from I»ESG or fbj UESG beftevxs Bright be interned b pwrehndnt 
IV Prupcnv. Noticr of i V proposed Auction Sale, mdDdmp l V aucMA procediires. shal be iwhihbed m The New Wnk Tina iNauonnl Ednlaa). TV Wdl Street jornmal 
l National EdrtuoL The London Financial Tones. Lmembooni Won and Ciain's (New York) 


h An auctino sate (IV -/ 


tat IQUO AJd. EDT at TV ! 


i CWb. I Eaat «Ob Street. New York. New 


a. Wuhm iwp 12) h^^TSays alter tvSSSa: of^?S£r M IV Ancumt sJ£d?WBtniif Bidder shall «mcwc a contraa wSS^eeetver and OAY Marten Lane In 
Ihc form of tV Nkslel Contraa as such contract aay be amended tnlb Ibe omseiM of ihc Ad Hoc t^mamnee |lhe -Comma*) and sonplaacM eta Bid Depant lo dut the 
annnn* of (V denail eanak lcn (IDhil peroewt of the Wbromy Sad (the HU Deposii id sv supplemented ts referred to baWo as the -ftal Deposit'), la the event dnt the 
Warms? Bidder Ml to timely ex e cute the Comma amUor ra ibe Fnul Deposit. IV Initial Dcpsmt dull V unmedimely forfeited to the Indenare Trnstre. The topple- 
men t* p>jrt ton uf the final Deposit sbaB V n ate by enufted check payable to Marine Midland Boot TV Final Deposit dmU be held by IV Indenture Trane in a se gregate d 
arvuunl wtudi shall be invested la seven (7) sin treasury bffh or ta ascoev market land which mvexte solely m Ui Treasatv neartUes sod srineh rhatl V datribued. together 
wuh anv raii-Tcvi earned IVi eon. m fodows: 

lal Tv the lmJcnrurc Trustee, upon IV ckmnp at l V sale of the Provny whid) ammtot shall be apphed lo the purchase pnee payable by the Wmautfi Bidder. 

tbi TmV Wnwme Balder, unan ibe eanyol tet Older by i V Rankro|<>cy Cnurt denyrae the nmon to approve the traosacnoa fee srtUch the Final Depoutwanaiade.il 


tbi Tn ihc Wnwm* Balder, imsa the eanvol tet Older by *be Rankropiey Cnurt denyrnp the motion to approve the traosacnoa for which the Final Depot* was made. II 
such enki was eoieicd tfaruaeh no (aril of Use Wmzung Bidder. 

IO To the Indcnwre Trustee, upon the entry of on otdet by the Bankrupt*.-) Coon deoytop the motioa tv approve Use irmsacina lor wtsd the Final Deportr was made, it 
such -TthT was entered throo)* the Lndi of the Wumlag Bidder. 

Id) To lire Wmmny Bidder, apna wnuen ouoficailoa by OAY Maiden Lane aad the Re<ct»Cf ol ihetr tnjbihry to dote the tnutiarhon hx wtudi the Fbul Depodl was 
made. nr 

tv i T» IV Indenture Trustee, upon the Winamp BaMerv httare todroe Utc iraroaetani forwhsefa the Final Deposit was made within the penod specified hi dm Contract 
■» Within live i5i txiwncvs davi ahet the ac c ept an ce o( a bid at the Auction Sale. tV Indenture Tinace shall return all Bid Deposits. jtos any iataal acoued thereon, to all 
parties «tu vubontied Oulriiml Bids other ihaa inc Winamp Bsdder and dse (odder with the veerad hi gh est and test bid at the Auction Sale (tbc -Renner Up Bid”). Upon the 
•:k«aae<<l tV sale >dtV Property to the WranmaBtodcr. the BviDepouiot the baUer with the Rmaa Up Bid shall be promptly ratoned to VKhMdec plot any Wmt 
accrued (Vtuixl la tV event that tbc Wmamg Bukfcr thaB (ad to i marly vttet into the Contraa. pay the final Depoat or dear within the penod ^seralkd In the CMuacL OAY 


lea Lane and iVBcccrvcr donut cu mtunua re a sale ai the Property fur anv reason (other than the bidder's tailuie to ccawanaate a salel 
\ tote obfcpsnoo shad V to refund tV Bui Dejuntl <v Ihc Final Deposit pfe» any taicteM aeertied i hereon to tV bidder aad no Hddet riuO 


■mite, the la 
IcfevofaHI 


ek-fflsypl tV sale 'd the Propesty to the Wransm Bidder, tbc Btd Depoat ut the bvhkr with the Rantet Up Bid shell be promptly ratotned to saeh bsddee plus any (merest 
accrued (Vtuixl la tV event that the Wmnmg Bkhfcr Jtafi W to i marly cater into the CoruracL pay the Fatal Depoat arckae withio the penod naUeo In tV OodHaeL OA) 
Vatdca Lane aiul IV Receiver niB proceed lo oo asnirmstr s -ede id tkc Rnpeny w IV tedder who made IV Runner Up BxL 

III In ihr eseat that OAY Maiden Lane and tbc Reecnei doout euosmnmare a sak of the Property luranv reason (other dun ibe tedder's tailing to ea w a iamate a sale). 
OAY Maiden Lain- and IV Rotenerk tote oUtganon shad V to refund tV Bid Deporti .* tV Final Deposit pica aay Interest accrued theteoa to the bidder aad no ladder riuO 
base ant nther dam against die Plaa Prapoonus. the ladcotere Tnatec. I’ESG or tV Recover related to these Auction Procetkaes or the tale of the Property. 

II. The Property shall be sold (ree and dear of aH lieas. rtaims. eaeamteaauev and secures imcTesa.wiib any and ah vaUd and cafoceeatee Bets to be tramderredaod 
attached hi the act |Vmxrdi received as a result ol the sale uf the Property mdudmeany damn oe bats of the Recefoa. 

12 Each WTnaiM Bidder shail V responsible lor. and shall nufcmnifv OAY Martien Lone, the Reedier. I0BSG. the ledcoime Ttunce and the Ad Hoe rorntaideg 
apamsl. anv and all clatins for bro k e ra p e cowraussoii*. other than those, il aay. payable by tV Recover, 

13 TV Bonkruph-v C-rart bat scheduled a heanar hi counter the vdv W Use Property and (doted iramacdoro on October 27. IWftai 200 PM. EOT A the Uohed States 
Baakruptes Ownhivsc'. AlciaAdei Hamkoa Custon Hoote. One Bowhap Oieea. N«ew York. New York (the Hearing'). At (be Sale Hearing, ibe Plan Proaaaenu wdl 
pi oviu oiiknee that the propeaed sale uf Ibe fitmert) amlibcasaimttooo and aauynaseai of teases aad occtflory co nt r acts empty with Ibe re^awemesus of the Baa krnpiey 
O.slc. TV Winning BrtUet mkl the tedder with the Ranuet Un Bid shaft be myaired looooperue witb the PUo Propmente tn nukaifiiadi txooi to the luDesl extent pomtole. 
TV Plan Pnpoabvflieei Bankruptcy Coon approval of the k arat BrI and. • iV eseni that the WmaWg Brdder rtufl fail to tench dose the rale of the Property, of the 
Kohisct Up lut TV BardtrafUey Court wOl ahacomatet anv cdijection* in tbc piupwed sate d the Property at die Sale Hcunag. TV Sale Heartag may be aiRootaed frera w 
h> laav hy meice in Often conn 

It 1-EM.i the Rrona. the IndeatmeTnotve aad IV Ad Hue Committee vbaB regwfculy (wasnfe OAY finance and OAY Maiden Lane wuh mtoroatfea repanfing die 
juctnst pris*-, dcsenhed herein 


Do you need an IS Director or IT Manager Immediately? 

A top-flight interim IT Executive could be the answer. ^ 


Hiring an interim [T Executive with 
the right stature, experience and drive 
can make on immediate impact and 
significant contribution to 
your business. 

Our interim IT Executives are 
typically over-qualified Tor the task, 
available at short notice to work 

Email interim@arnifldilkHikxom 


anywhere in the world, and their capability 
can be directly authenticated by senior 
referees who know them well. 

Why put your business at 

risk by waiting until the Hap 

right permanent 

employee is in L 

place? 


We are pleased to announce that 

Sophie L’Helias 

Has joined our firm 

Wyser-Pratte & Co., Inc. 

September 1. 1998 
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ES Gates at tha conference yesterday: The network computer h pretty fBseredttacf . P&Ab 

Gates declares victory in 
network computer battle 


Qr Paul Taylor in Paris 

Bill Gates, Microsoft’s chief 
executive, yesterday 
declared victory in his battle 
against the network 
computer, do^iaring that his 

clash with the NC's 
supporters was "fun" while 
it lasted, fie was insistent, 
however, that as a concept 
the NC had been discredited. 

Mr Gates was speaking in 
Paris to an audience of 
industry executives 
attending International Data 
Corporation’s annual 
information technology 
conference. 

This is the same venue 
where he clashed in public 
with Larry Ellison. Oracle's 
chief executive, three years 
ago when Mr Ellison first 
proposed the concept of a 
low-cost network computing 
device as an alternative to 
the personal computer. 

“One of the great 
pronouncements was how 
the network computer would 
completely replace the PC 


model," Mr Gates said. 
“Larry Ellison made some 
very specific forecasts and I 
was put in the unfortunate 
position of essentially 
defending the status quo." 
Since then he noted, PC 


There are not as 
many IT 

professionals as 
the marketplace 
will require’ 


prices had tumbled and 
software had become , more 
sophisticated but easier to 
use. 

It had been interesting to 
see how the NC concept had 
progressed over the last 
three years. The showcase 
NC c ustomer s hart an come 
back to the mainstream PC 
system, “taking advantage of 
the tools and the richness 


that is available in the high 
volume [PC] platform." 

Mr Gates also seized the 
opportunity to play down 
the success of Java, the 
programming language 
developed hy Sun 
Microsystems, and promoted 
by a number of Microsoft’s 
rivals including Sun, 
Netscape, Oracle and 
International Business 
Machines. 

"Certainly the network 
computer is pretty 
discredited," he said; "but 
the same people who came 
up with that concept have 
more ideas of the same ilk. 

"For example, that people 
are going to rewrite every 
software application in a 
single lan g ua g e. To me that 
seems pretty mythical, but 
we will have to see." 

Microsoft’s role was to 
provide low cost high 
volume building blocks that 
allowed companies to build 
what the Microsoft leader 
termed “digital nervous 
systems” - the paths which 


enable information to flow 
through an organisation and 
be shared by its employees. 

Looking ahead, the 
opportunity for electronic 
commerce in Europe was 
“pretty exciting". “The move 
towards the euro is a very 
important step that has been 
well . organised, the 
economies are coming up, 
the recognition that the 
investment needs to be made 
is definitely here," he said. 

“If there is anything 
bolding it back it is the skill 
shortage. Even more than in 
the US there is not as many 
IT professionals as the 
marketplace will require. 

“It’s an exciting time in 
the world of digital 
technology because digital 
technology is revolutionising 
the way people do business. 

“This isn’t something that 
will happen overnight, but 
the trends are clear and the 
opportunity for the people 
who provide the building 
blocks has never been 
greater," Mr Gates said. 


Mexico braced for 
economic downturn 


Peru and Ecuador 
to hold fresh talks 


By Lucy Conger m Mexico CBy 

Mexico’s 25 leading 
economic analysts are 
expecting a marked deterio- 
ration in the country’s econ- 
omy in the short term, 
including hi gher inflat ion, a 
weaker peso and higher 
interest rates. 

The August survey of pri- 
vate-sector analysts con- 
ducted by the Bank of 
Mexico, the country’s central 
bank, forecast annual infla- 
tion reaching 16.15 per cent 
(the forecast in July was for 
14.61 per cent), a peso rate at 
the end of the year of 9.81 to 
the dollar (9.25 in July) and 
an interest rate of 25.43 per 
cent on 2&day Treasury bills 
known as Cetes at year-end 
(1&51 per cent in July). 

The analysts' forecast fa- 
growth in gross domestic 
product has slipped to 4.43 
per cent for the year, down 
from the 4.61 per cent proj- 


ected in the July survey, but | 
analysts foresee no change 
in the fiscal deficit they 
expect will total L5 per cent 
of GDP at year-end. 

Asked about their expecta- 
tions for the economy over 
the next six months. 83 per 
cent of those surveyed said 
it will not be favourable: 17 
per ceot expect favourable 
developments. 

Some 72 per. cent of the 
economists said the economy 
was worse off now than last 
year, while 28 per cent said 
the economy was better than 
a year ago. 

The survey found the four 
leading factors that could 
restrict recovery were 
believed to be international 
financial stability (31 per 
emit of replies), inflationary 
pressures (12 per cent), 
uncertainty over the foreign 
e xch ange rate (9 per emit), 
and a drop in oil prices (8 
per cent). 


By James W/Bsthi 
in Parana Oty . . 

Alberto Fujimori and Jamil 
Mahuad, the presidents of 
Peru and Ecuador, are to 
hold fresh talks aimed at 
reaching agreement over a 
disputed area of their joint 
bolder, amid optimism a 
peace deal can be concluded 
by the end of the year.- 

After what was described 
as a “fruitful" encounter at 
the Rio Group summit in 
Panama, the two leaders 
said they would talk by tele- 
phone this week and hold 
another meeting in Brazil 
with the co-operation of 
Fernando Henrlque Cardoso, 
the Brazilian president. Bra- 
zil is one of the guarantors 
of the 1942 treaty between 
the two countries. 

Mr Fujimori said there 
was "not yet any white 
smoke” but the “direct diplo- 
macy” between the two lead- 


ers was bearing fruit. "We 
are getting closer. The 
accord could be at some 
moment this year," he said. 

It was the second time the 
two presidents have met 
since Mr Mahuad took office 
last month and since tension 
rose over Ecuador troop 
movements in the disputed 
area. The main obstacles 
remain the demarcation of a 
78km stretch of the border, 
and Ecuador's rights to navi- 
gation on the area’s rivers. 

Other commissions had 
already been set up to dis- 
cuss mutual security and 
integration issues. Mr 
Mahuad said all options had 
been discussed - including 
the idea of a bi-national bor- 
der park - and that it was 
important to reach a solu- 
tion to unlock $3bn of funds, 
including aid. which are ear- 
marked to improve infra- 
structure in both countries’ 
frontier regions. 


F ast action urged on 
Colombia tax reform 


By Adam Thomson 1 b Bogota 

The Colombian government 
has sent an urgent message 
to Congress reminding it . of 
the need to move swiftly on 
approving a tax reform pack- 
age considered vital for 
restoring the country to its 
former economic health. 

Juan Camilo Restrepo, 
finance minister, said the 
: package would reduce the 
| nation’s fiscal deficit - now 
seen as the main threat to 
economic stability - to less 
than 2 per cent of gross 
domestic product next year. 

The deficit for this year Is 
officially estimated at 3^ per 
cent of GDP compared with 
0-3 per cent four years 
ago. 

While the official deficit is 
not considered high by inter- 
national standards, econo- 
mists say Inaccurate calcula- 
tions in recent years have 
disguised the true magni- 
tude of the imbalance. Calcu- 
lated accurately, the deficit 
could be as high as 4 a per 
cent of GDP this year. 

A sharp increase in gov- 
ernment spending - public 
spending has increased from 
J1 per cent of GDP in 1990 to 
18 per cant of GDP last year 
- has attracted the attention 
of international credit rating 
agencies, provoking a gen- 
eral move to downgrade Col- 


ombia's outlook from stable 
to negative. 

The growing hole in the 
government’s coffers has 
also been accompanied by a 
steep rise in financing costs. 
The average spread on Col- 
ombia's sovereign bonds has 
deteriorated from 150 basis 
points over US Treasury 
benchmarks to more than 
700 basis points daring the 
last year. 

Observers now say that 
unless swift action is taken, 
the deficit could threaten the . 
investment-grade rating 
which Colombia still enjoys. 

In addition, quick approval 
of the tax reform, package 
would also lend greater cred- 
ibility to the central bank’s 
decision to devalue the peso 
by 9 per cent last week, mak- 
ing Colombia the first latin 
American nation to react to 
the devaluation in Russia, 
and the fear of a devaluation 
io neighbouring Venezuela. 

Last week, Rudolph 
Homines, the former firiant** 
minister, reminded the gov- 
ernment of the need to back 
the devaluation with fiscal 
adjustment. 

"Devaluation without 
adjustment does not produce 
sustainable effects in the 
exchange rate," he told a 
seminar on the economic sit- 
uation last week. 

Although the government 


has already announced cats 
to the 38£00bn peso ($25bn) 
budget of 875bn pesos this 
year, the local business com- 
munity insists that, confi- 
dence will only be restored if 
Congress moves quickly on 
the tax reform package. That 
is for from dear. 

While the government 
hopes Congress win approve 
the package by November, 
fears are that it could take 
the rest of the year to 
approve the bills and that 
the package could be signifi- 
cantly diluted. 

One of the chief concerns 
is the potential opposition to 
the government's proposal to 
reduce VAT to 15 per cent 
from 16 per cent, but to 
make over 100 new products 
taxable. ' 

If the government gets its 
way, domestic air tickets, 
processed foods, advertising 
and Industrial' an h business 
rents, among others, would 
all be liable for VAT. 

A number of Congressmen 
have already -voiced their 
opposition to the -'proposal. 



Juan Cam Bo Restrepo: vital to 
reduce fiscal deficit 

But there is less opposition 
to other points of the pack- 
age which include a crack- 
down on contraband, and a 
tax reform under which local 
governments would be able 
to put a surcharge on petrol. 

The government also 
intends ' to raise l,200bn 
pesos via obligatory “peace- 
bonds to finance the coun- 
try’s fledgling - and precari- 
ous - peace process, aimed 
at ending over 35 years of 
armed conflict. Individuals 
and companies with a liquid 
net worth exceeding 210m 
pesos would have to invest 
in the bonds. 


On the web today 

• DreamWorks quest for studio is turning into a 
nightmare • Top US union leader calls for links with 
employers • Venezuela and US closer to tax treaty 
http^/www.fLCOm/americas 
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Aerospatiale and Matra Hautes Technologies are joining their forces 


to create a new leader in aerospace and defence. 


The new group will then rank as world No.l in both launchers 


and helicopters and No. 2 in space, missiles and civil aircraft. 


With annual revenues of over $15 billion, and orders on ha?id of more than $27 billion. 


the new group will stand as the industry’s fourth largest world-wide. 


This move by Aerospatiale and Matra Hautes Technologies is a first and vital step 


along the path to consolidating the European aerospace and defence industry. 


AEROSPATIALE 


www.aerbspatiaie.fr 


LAGARDERE 


www.Iagardere.fr 
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‘MAD COW DISEA SE' PROFESSOR URGES MORE LIVESTOCK TESTING 

BSE ‘may have 
spread to sheep’ 


Financial Tiroes Reporters In 
London, Can&ff and Brussels 

The UK government is laced 
with the risk of a new health 
scare after remarks from a 
BSE expert yesterday that 
the disease could be present 
in sheep. 

Professor Geoffrey 
Almond, chairman of the 
sheep subcommittee of the 
Spongiform Encephalopathy 
Advisory Committee, the 
BSE watchdog, said: “There 
is a distinct possibility that 
BSE [mad cow disease] is out 
there in the sheep popula- 
tion.” 

Only nine of Britain's 42m 
sheep had been tested for 
BSE, Prof Almond on 
BBC Radio. None was 
infected but the number of 
tests was far too small to 
rule out the possibility that 
BSE had “gone back into 
sheep Cram cows". 

UK sheep were fed BSE- 
contaminated meat and bone 
meal until ,a ban was 
imposed in 1988. 

Experiments show that 
sheep fed infected cattle 
brain can contract BSE but 


it is not Known whether this 
has occurred naturally. Scra- 
pie, a related disease, has 
been in sheep for 200 years, 
apparently without infecting 
people, but evidence shows 
that BSE spreads more eas- 
ily between species. 

The European Commission 
said yesterday it would con- 
sider what action to recom- 
mend. although It considered 
the risk to be small. Euro- 
pean Union members would 
be reluctant to bade a tight- 
ening of food policy, it said, 
unless there were proof of 
risk to humans. 

Franz Fischler, EU farms 
commissioner, recommended 
two years ago that poten- 
tially infectious parts of 
sheep be banned from the 
food chain but his advice 
was rejected by member 
states. 

Prof Almond urged the UK 
government to step up its 
research into sheep. The 
agriculture ministry said 
tests were expensive and 
tlme<x)nsaming and it was 
hard to distinguish BSE 
from scrapie. 

Lord Sainsbury, science 


minister, said the govern- 
ment would support more 
research- 

Sfr Kenneth Caiman, the 

government's chief m edical 
officer, said “there was no 
new evidence and no 
grounds at this stage for 
thinking that the likelihood 
of BSE in sheep is any 
greater". 

Fanning wniny is in Wales 
warned that “searemonger- 
ing" could damage a vital 
agricultural sector. Hugh 
Richards, «4mirm nT i of NFU 
Cymru- Wales, the Welsh sec- 
tion of the National Farm- 
ers’ Union, said sheep were 
mostly grazed on grass. It 
would have already become 
obvious if BSE were a prob- 
lem in sheep. 

Figures from the health 
department yesterday show 
27 people have died since 
1995 from the new variant of 
Creutzfeld-Jakob disease, 
which scientists believe is 
the human form of BSE. 
They were presumably 
infected by eating BSE-con- 
taminated beef in the 1960s 
before controls were intro- 
duced. 



Northern Ireland shirtmakers pressed 


The strength of sterling is damaging one 
of the region’s oldest trades and biggest 
employers. John Murray Brown reports 
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ompetition from low 
cost imports looks set 
close . another .of 
Northern Ireland's shirt fat> 
tories. The demise of the 
Rael Brook factory in 
Londonderry wm be the lat- 
est setback for one of the 
■region's oldest industries: 
already suffering from the 
damage to its exports caused 
by the strength of sterling. 

SMrtmatfng - on the back 
■ of the local linen business - 
has provided Londonderry's 
industrial lifeblood since the 
1850s. It has been one of the 
biggest employers and the 
workforce is predominantly 
female. 

The city, the second-big- 
gest in Northern Ireland, 
once had 14 shirt factories. 
The Coates ViyeDa plant, a 
dedicated supplier to the 
Marks and Spencer retail 
chain, is gtm open. Graham 
Hunter, which makes corpo- 
rate wear such as uniforms 
for British Airways, has cre- 
ated a small niche market. 
Desmonds, which matw 
exclusively for M&S using 
quick response manufactur- 
ing methods, has a number 
of factories making s, range 
of clothing items. 

“Shirt manufacturing has 


been central to the economy 
of Derry for so long and the 
dolls of the workers in the 
shirt industry should be: 

both main tamed and devel- 
oped.” says John Hume, the 
local MP and leader of the 
moderate nationalist Social 
Democratic and ' Labour 
party. His mother and sisters 
worked in the industry. 

But most of the old facto- 
ries along the west bank of 
the river Foyle have" closed 


survive is to move into 
higher value-added produc- 
tion. But even here the 
export .market ..has . -been 

badly hit by the, appreciation 

of sterling. Mr EagJeson cal- 
culates that his German cus- 
tomers are .paying 28 per 
-cent more for timir shirts 
than two years ago - while 
-prices have remained the 

same. ' ‘ _ • . 

Fears fot job losses in 
Northern ' Ireland' are shared 
by textiles .companies in 
mainland Britain. The past 
few weeks have seen a string 
of poor results and profits 
warnings from London Suock 


One shirtmaker says his German 
customers are paying 28 per cent 
more for shirts than two years ago 


in recent years. The picture 
is repeated elsewhere in 
Northern Ireland. Porters, 
the Strabane pyjamas 
maker, closed this year. 
There are reports that Fruit 
of the Loam, the US-owned 
clothing manufacturer, is 
also facing job losses. 

Robin Eagleson. managing 
director of the Shirtmakers 
Guild in Portadown - which 
makes shirts for retailers in 
London's upmarket Jennyn 
Street, believes one way to 


Exchange-listed- companies, 
including. Allied Textiles. 
John Haggas. Dawson Inter- 
national, Claremont Gar- 
ments and' Robert H Lowe. 
They have cited sterling 
strength and fierce competi- 
tion from Asian rivals as sig- 
nificant factors. 

In July, the British Cloth- 
ing Industry Association 
wrote to Tony Blair, the 
prime minister, warning that 
the situation in the UK 
industry was “the worst in 


living memory". John Wil- 
son. a director at the BCIA 
familiar with Northern 
Ireland, says companies are 
being squeezed at both 
ends - domestic production 
by low cost imports and 
exports by the high level of 
sterling 

He says retailers are also 
being forced to look to over- 
seas suppliers to protect 
their margins. 

The industry faces another 
challenge with, the Labour 
government’s planned intro- 
duction of a minimum wage. 
A report by the Northern 
Ireland Economic Council, a 
think tank set up to advise 
ministers, said the industry 
was particularly vulnerable 
to higher wage costs. A third 
of textile, leather and cloth- 
ing industry companies in 
the region pay less than £4 
($6.60) an hour. 

With profitability cur- 
rently at levels similar to 
those in mainland UK com- 
panies, any Increase in wage 
costs could affect competi- 
tiveness. 

The BCIA has calculated 
tha t at a level of £4 an hour, 
tts members would face a 5.5 
per cent Increase in labour 
costs - just as the govern- 
ment is exalting the industry 
to contain wages and 
increase productivity. 

Dewtest interims, Page 26 



Another Deloitte Consulting Difference 


We know 
what's best. 


DELOITTE 

CONSULTING: 

We know what works. 


Confidence is one thing. 
Arrogance is something else altogether. 

At Deloitte Consulting, we never presume to have all the answers. 
Because we’ve learned over the years that certain insights 
can only come from inside our client’s organisation. 

Which is why we work collaborative^ with you. 
And treat everyone with respect It’s all part of a working style 
that has proven to secure employee buy-in to changes at hand. 
Which ensures the complete transfer of the additional knowledge 
and skills your people will use to deliver the promised returns 
of any new strategies and technologies. 

For results you can count on today. 

And buQd on tomorrow. 


A very different approach. For very different results. 
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UK ‘leads 
world in 
cutting 
smoking 
deaths’ 


By CBvb Cookson, 
Science Etfitar 


The UK leads the world in 
cutting deaths from smok- 
ing, the British Association's 
annual science conference 
heard yesterday. 

Richard Peto. professor of 
medical statistics at Oxford 
University, presented a new 
analysis of premature ri«uhg 
worldwide at the meeting in 
Cardiff, the. Welsh capital. 
The study shows that the 
□umber of people dying In 
middle age (aged 35 to 69) 
from tobacco-related dis- 
eases has fallen from 80.000 
to 40,000 over the past 25 
years. 

In 1970. British men had 
the worst death rates in the 
world from tobacco but half 
the adults have stopped 
smoking since then and 
Britain has had the world's 
biggest decrease in tobacco 
deaths.” Prof Peto said. 

Of a group of 100 35-year- 
old men In 1970. 42 could 
expect to die before the age 
of 69 - and 19 of those 
deaths would be due. to 
tobacco. In a similar group 
today, 28 will die before the 
age of 89 and smoking will 
cause only nine-deaths. 

Worldwide, however, the 
death rate from smoking 
continues to rise sharply. 

Indeed, the only two causes 
of death that are big and ris- 
ing fast are HIV and 
tobacco." Prof Peto said. 

Smoking continues to 
become more popular in 
developing countries. Prof 
Peto estimated that deaths 
caused by smoking world- 
wide would increase from 
4m this year to 10m in 2030. 


Leader of 
opposition 
polls party 
members 
over euro 


By DavU Wighton, 

Po&fical Correspondent 

William Hague, leader of the 
opposition Conservative 
party, yesterday brought for- 
ward a poll of party mem- 
bers over the euro in an 
effort to avoid a dispute at 
next month's party confer- 
ence. 

He said he expected the 
result, to be announced on 
the eve of the conference on 
October 6, would strongly 
back the leadership. 

The ballot paper will ask 
members whether they 
endorse the “policy of the 
party leader and the shadow 
cabinet" which is to “oppose 
British membership of the 
single currency at the next 
election". 

The move follows indica- 
tions that the party's euro- 
enthusiasts. led by Michael 
Heseltine, the former deputy 
prime minister, would renew 
their campaign to change 
the policy in speeches on the 
conference fringe. 

Mr Hague said the ballot, 
originally scheduled for after 
the conference, would decide 
the issue and allow the party 
to concentrate on fighting 
tihe government. 

But Kenneth Clarke, the 
former chancellor of the 
exchequer and leading critic 
of the leadership’s position, 
said the ballot would achieve 
little. “I would expect any 
leader of the Conservative 
party to obtain a good major- 
ity in an appeal which will 
be treated as a request for 
personal backing." Mr 
Clarke was beaten by Mr 
Hague in the party's leader- 
ship contest last year. 


UK truck registrations: August 1998 
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Van sales suggest waning confidence 


Registrations of new 
commercial vehicles 
increased by 1.8 per cent to 
44.549 year on year last 
month as buoyant sales of 
panel vans and trucks 
compensated Tor weakening 
demand for lighter 
car-derived vehicles, Haig 
Simonian writes. The 12 
per cent drop in registrations 
of vans weighing less than 
1.8 tonnes reinforces 
suggestions that business 
confidence is waning - such 
vehicles are bought 
traditionally by private 
traders. The August figures 
took overall registrations of 
commercial vehicles to 
203,246 in the first eight 
months of theyear, 9.8 per 
cent more than in the same 


period last year. 

Registrations of 
medium-weight vans 
climbed by 10.8 per cent to 
23,178 test month, while 
those of trucks weighing 
more than 3.5 tonnes rose 
by 8 per cent to 6.489. 
Jurgen Knorpp, head of the 
UK subsidiary of MAN. the 
German truckmaker, said the 
company's short and 
medium-term forecasts had 
been revised downwards in 
expectation of lower 
demand next year. “In 1999 
we expect the market to 
slow down to 42,000 units 
[from 47,000 this year], 
remaining at this lower level 
until the second half of 
2000, when the market will 
begin to recover,” he said 
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INSTITUTIONAL INVESTMENT MERRILL LYNCH POLL FINDS PURCHASING CO-EXISTS WITH ECONOMIC GLOOM 


Funds ‘return to UK shares’ 


By Jane Martinson, 
tmrestroem Correspondent 

Fund' managers are buying 
UK shares in spite of fore- 
casting further economic 
decline, according to a sur- 
vey of managers with 
assets totalling £i,322bn 
($2454bn). 

The poll of UK fund man- 
agers carried out by Merrill 
Lynch, the US investment 
bank, and Gallup, the mar- 
ket researchers, found that 
UK shares were seen as a 
defensive bet following 
recent market turmoil 
around the world. 

A majority of the 63 insti- 
tutional investment houses 


in the survey believed last 
mon th’s d ecline had made 
the FTSE AH Share look 
cheap for the first time 
since February. 

Buyers outnumbered 
sellers of UK equities by 13 
percentage points, a sharp 
reversal from August’s poll 
when there were more sell- 
ers than at any time over 

the past 12 months. 

Perversely, such buying 
interest comes at the same 
time as increased pessi- 
mism about the economic 
outlook. Only 3 per cent of 
the fund managers ques- 
tioned expected an upturn 
in growth. 

Trevor Greetham, global 


strategist at Merrill Lynch, 
explained the apparent 
contradiction as a reflec- 
tion of the fact that active 
managers had been pessi- 
mistic about the UK for so 
long. “This sell-off is all 
about bringing higb profit 
hopes down to earth, 1 * he 
said. “Economic expecta- 
tions in the UK were 
already at rock bottom.” 

The UK market out- 
performed mainland 
Europe and the rest of the 
world in the past month, 
during the Russian eco- 
nomic crisis. There were 
signs that mainland Euro- 
pean managers also contin- 
ued to be b ullis h on shares 


In spite of adjusting eco- 
nomic forecasts downward. 

Fears about inflation had. 
all but disappeared in the 
survey, carried out at the 
beginning of September. 
Just 3 per cent of those sor- 
veyed expected Inflation to 
rise while nobody expected 
interest rates to be higher 
in a year. 

UK fund managers were 
also more pessimistic 
about profits. The average 
forecast for earnings per 
share in 1999 was 4^ per 
cent, down from 5 per cent 
in August. 

Merrill also published a 
report from its equity and 
bond teams yesterday 


which advised institutional 
clients to continue to buy 
bonds because of signs of 
an economic slowdown in 
Europe and the U$- 
However, Merrill has 
warned clients to wait for . 
shares to rise before replac- 
ing them with bonds as 
bond prices had already 
risen sharply this year. The 
report points out that 
global equities have 
already underperformed 
bonds by 21 percentage 
points since mid July. In 
the 1987 crash they under- 
performed by 27 percentage 
points. 

London stocks, Page 36 


Proposal to 
raise oil tax 
looks dead 
ih the water 

Scottish politics may 
have played part in 
plan being ditched, 
says Robert Corzine 

T he UK government's 
decision to abandon its 
plan to raise taxes on 
offshore oil and natural gas 
producers should mark the 
end of one of the more 
uncertain periods in the his- 
tory of the North Sea. 

yesterday’s statement 
attributed the policy rever- 
sal to low oil prices and 
appeared to leave open the 
possibility that the tax ini- 
tiative might be resurrected 
should crude prices recover. 
“1 have concluded that at the 
current low level of oil 
prices it would not be right 
at this stage to proceed with 
reform of the regime,” said 
Gordon Brown, the chancel- 
lor of the exchequer. 

That fell well short of the 
explicit guarantee of tax sta- 
bility that some in the indus- 
try have recently been 
urging. But the unofficial 
message was that the gov- 
ernment's plan to raise off- 



shore taxes was well and 
truly dead. 

That was also the view of 
one of the biggest North Sea 
producers. “The whole thing 
has been kicked into touch," 
it said. 

Critics say the govern- 
ment’s offshore tax review 
was a case study In how not 
to conduct such inquiries. 

Few in the industry were 
surprised when it announced 
the review in the summer of 
1997. Oil prices in 1996 were 
buoyant 

Brent Blend, the North 
Sea benchmark, averaged 
more more than $21 a barrel 
and last year’s average 
of about £19-30 a barrel was 
at the top of the £15-S20 
range in which oil has 
traded for most of the past 
10 years. 

The UK's offshore tax 
regime was also widely 
viewed as one of the most 


favourable for international 
oil investors. 

But If companies were not 
surprised by the review, 
they were concerned about 
its extended timetable. Exec- 
utives said they needed early 
clarification on taxes in 
order to deride whether to 


ensure a fair level of reve- 
nues to the government 

The uncertainty was exac- 
erbated by collapsing global 
oil prices, which soon 
plunged to 10-year lows. 

The economic gloom that 
settled over the North Sea 
was as palpable as its sum- 


( The economic gloom that settled 
over the North Sea was as palpable 
as its summer mists’ 


Liability 
row sees 
accountant 
take sides 
with banks 

By Ji m fegy , __ 

Accountancy ^Correspondent - 


develop the smaller, econom- 
ically marginal fields which 
are left in the North Sea. 

Mr Brown promised to 
announce details of the new 
regime in last March's Bud- 
get. But he proposed yet 
another lengthy consultation 
period after finding that the 
present system failed to 


mer mists. Exploration dril- 
ling this year has halved, 
while companies delayed 
projects because of fiscal 
concerns. The uncertainty 
over tax rates also threat- 
ened to undermine industry 
Interest in the forthcoming 
18th licensing round of off- 
shore exploration acreage. 


But many believe it was 
the Scottish political dimen- 
sion that finally convinced 
ministers to kill off what 
some officials increasingly 
saw as an Ill-fated initiative. 

Industry studies showed 
that 400,000 jobs across the 
country could be at risk 
from a harsher North Sea 
tax regime. But it was the 
potential political impact in 
Scotland - where the gov- 
ernment feels threatened by 
a resurgent Scottish 
National party - that clearly 
worried the Labour party’s 
election strategists. 

Oil is a big issue for the 
SNP, which claims that an 
independent Scotland would 
gain more benefits from the 
North Sea. Labour strate- 
gists feared that a tax rise 
from London could play into 
the hands of the SNP if it 
was seen to threaten Scot- 
tish jobs. 


Robson Rhodes,- the leading 
middle-tier- accountancy 
firm, yesterday Bided with 
the UK's Ming investment 
banks in their dispute with 
the "Big Five"" accountants 
oyer the allocation of risk in 
mergers and acquisitions. 

The Big Five are KPMG, 
Price waterhouse C o op er s , 
D e 1 o 1 1 t.e & Touche, 
Ernst & Young and Arthur 

Andersen. 

Chris Connor, managing 
partner of Robson Rhodes, 
said it was understandable 
that the banks - represented 
by the London Investment 
Banking Association - 
should want clear and 
unqualified assurance from 
accountancy Anns in M & A 
deals. “We believe that If the 
terms of engagement are 
clear, then providing a 
robust opinion which is not 
couched in caveats or liabil- 
ity limits is a perfectly 
acceptable request for 
investment banks to require 
of us," he said. 

LEBA wrote to the Office of 
Fair Trading last week com- 
plaining that the Big Five 
were working together to cut 
their liabilities for “due -dili- 
gence" work. 

The firms have tradition- 
ally done such work with 
nniiTTiTtori liability - opening 
themselves to big claims if 
the deals MI - but the Big 
Five has been working to 
introduce restrictions. 

Mr O'Connor said accoun- 
tants were paid to give 
robust opinions and they 
should give them - adding 
that “at the same time those 
demanding robust opinions 
must be prepared to pay a 
realistic rate for them”. 

The move by Robson 
Rhodes - which had fee 
income of around £44m 
(J72m) in the year to April 
1998 - will be seen as another 
example of middle-tier firms 
stepping in to pick up work 
from clients frustrated with 
the Big Five’s campaign. 
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Draft proposals for new 
City regulator published 

Sght prindptefc, published yesterday for consultation, wffl 
allow the Financial Services Authority, the new integrated 
regulator foe foe City of London, to fine companies for tail- 
ing to act with integrity. The principles echo the 10 rules 
published irf1990'-by the Securities' abd.lnvestments. 
Board, the FSA’s predecessor. A regulated firm w3i be 
required to: 

• Conduct jps business with Integrity.' 

• Show due skill, care and diligence: 

• Organise-aKl control fits affairs effectively.- 

• Conduct aid organise Ks affairs with prudence. 

• Observe: proper standards of market conduct. 

• Pay due regard to the interests of its customers and 
treat them fairfy. 

• Keep faith with any customer who Is entitled to rely on 
Its Judgment ' 

• Deal with its regulators in an open and co-operative 
way. 

The FSA expects the principles to be relevant to judg- 
ments on whether someone is fit aid proper to be author- 
teed to work in the financial sector and serve as a basis 
for disciplinary proceedings. But private individuals will 
not, according to the proposal, be able to sue a financial 
firm on the grounds that It has breached the principles. 
Lawsuits would have to be founded on breaches of more 
specific rules. George Graham, London 


ROLLS-ROYCE AND BENTLEY 

Prestige marques recover sales 

Sales of Rolls-Royce and Bentley cars are recovering after 
faking steeply on doubts about the manufacturer’s future. 
Rolls-Royce Motor Cars said worldwide sales increased 34 
per cent last month to 201, after buyers were reassured 
about continuity in production of the group's new 
.Rolls-Royce Silver Seraph and Bentley Amage models. 
Under a complicated deal agreed in July, BMW will build 
Rolls-Royces from 2003, while Volkswagen will make the 
bigger-selHng Bentley brand. 

Business had proved sluggish as the company became 
the object of a bid battle between the two German 
groups, leaving sales In the first eight months of this year 
at 945 units, 24 per cent less than in the same period last 
year. Haig Sbnonlan, London 
VW searches for a truckmaker, Page 21 


Lucas Sei cuts jobs 

Lucas Sei Wiring Systems, a South Wales-based vehicle 
wiring harness maker that is part of a joint venture 
between LucasVarfty, the automotive components group, 
and Sumitomo of Japan, yesterday blamed job losses on 
reduced orders from Rover, the UK vehicles group owned 
by Germany’s BMW. The cut of 220 jobs means that the 
plant is losing about one-fifth of its workforce and has 
raised union fears about its long-term future. Lucas Sei 
has plants in the UK and in Poland and was set up as a 
joint venture around a decade ago. Union fears about the 
future are based partly on possible transference of more 
production to lower-cost Poland. John Griffiths, London 


t 


r 




BUSINESSES FOR SALE 


MOORE STEPHENS BOOTH WHITE 


The Joint Administrative Receivers, David Rolph and 
Stephen Cork of Moore Stephens Booth White, offer for 
sale the business and assets of: 
WElXE^IABLlSHEDSmTALICT CONTRACTOR - 
WATER AND AIR HYGIENE SERVICES 
AND PRODUCTS 

• Turnover year ended 31st December 1997 - 
£2.089,000 

• Gross profit year ended 3 1 si December 1997 - 
£732,000 

• c32 employees 

• ISO 9002 

• Valuable long term contracts. 

For further information and a sales pack, please 
contact Nick Armitage of The Receivers' office on 
■01-71 334 0334. 


Tk K* ' AJnunuuntiw Rnniin GW RWn FCA anJ SD SnJca KA of 
Lcocunl Cum, an! Awoun, BfirJonn oflia for talc ihr Buiwi and Anna if 

Factory Direct Retailers 

□ Head Office in Burner Regia and 7 well positioned mail 
units in South East 

□ Approx. 250 'members' 

□ Turnover for 14 months to 30th June 1995 c. EI-83 million 

EDWARD SYMMONS 
a pawvMiwa 

Cumacn ROfC 

SmdnawV Smci, UnJtm BriJ*s. London SEI IRQ, Fau 0171 «0J 1947 


Tel: 0171 955 8454 


SMALL WORKS BUILDING COMPANY 


Quality client base 
Turnover circa JS3m 
Hampshire/ Dorset Bonder 

Interacted Patties please reply to; 
Box BOOSB. Financial Times, 

One Southwark Bridge. Lond on SEI 9HL 



; CONTRACTS & TEMPERS 

THE AMSTERDAM DISTRICT COURT 
SECOM) INTERIM LIST OF PETRIBimONS BINDING 


BUSINESSES WANTED 


The second interim liM of distributions to be made out of the estate 
of the Bank of Credit and Commerce International SA. of 
Luxembourg, which list was deposited on August 17. 1998 with 
the Amsterdam District Court, ha v become final and legally 
binding on August 27. I*W8 . The Winding-up order of the Bank of 
Credit and Commerce International S.A. or Luxembourg, which 
formerly maintained offices at Hcrengmcbt 493. Amsterdam, the 
Netherlands, was made by the Amsterdam District Court on 
April 1 5*. 1992. The Winding-up order number is 92-01 56. 

. RJJL Rowtach 
RqdsOtur far Winding-up Casas. 


LEGAL NOTICES 


Nu4.vum I -At 

IS THE HIGH COURT Of JUSTICE 
CHANCERY WvtSKW 
COMPANIES COURT 

IN THE MATTER OF 
NFCPLC 
-««d - 

B THE MATTER OF TH£ 
COMPANIES aCT IMS 
NOTICE IS HEREBY GIVEN tkn the 
Order of the Hifh Cuan ul J toner 
iCtuncen Ditivroi dual 2 September 
l*ws Ow icJoLbin M lie stat 

opal at the Cuu{uii> [rum tr7U.im.nni 

M £41050.001 onl He Minsk- ^rprmnl by 

die Coon ro rcgivtnet) tn the IU-p-mr a* 

C«n|UM> m 4 Sepemter iwi 

DATED thr. K» ili> of September l*Wt 

AstanJ UamCnp 

BmabrjO Hum 

SAflpciM SWW 

Lmfcn EC2A 2HA 

ReT. S-WNIHTOlTli 

Solicaua fa the end Cnmpjn* 


DTB£tttcflcomofjOsna 

au«atrDKisoK 

JfcLOMTBToIlWi 

EtTBZlUmCOPTBE 

y BLACK SEA AMD BALTIC 
GENERAL INSURANCE 
COMPANY LIMITED 
ironTOWJTuioFTHt; 
INSOLVENCY ACT 19M 

Ntfr* a hmte was M pmm fei u Onto tad 
M Aobm 1998 iw* «i rtw iIkm eutw Dm 
SdMutum jnd Cefai hdffMI loadn Saif. 
toaden HI 1QL not ippiMWil Jam PrawswU 

CMjWrt 01 «upB»W 


B THl HUM COOT OFJUSUOE 
CHAMCEH HVBKH 
No. DOMnSaf I99S 
H THE MUTEX OF TOE 
HOI (RUN-OFF) LIMITED 

AMI UV TUI XATTTX OF THl 

EOOLVEKY ACT 19M 

wa it hurt, mm ta punuM to ja CMb tad 
10 Mr I4U imidr A Ihr abawt nuirrr Du 
aad O uim atn, IM0in No l Inodoa 
lodrr. ton don HI «X. apfkMMnf {«>! 

Wend upon d d» taw Drapov. 

JMtfaZBttBdAoHlWS 


METAL PROCESSING/ 
AUTOMOTIVE BUSINESS 
SOUGHT 


LowAnq German mammfiiOMrrr of ipecalin automotive parts seeks 
business for acquisition. 

The relevant business will: 

• be Midlands based and own its premises freehold 
■ supply the automotive industry 

* have sheet metal processing skills 

9 preferably have its own rooting department 

9 provide continuity of management 

For further iniormsrion, please contact Richard Linsell on 
M7t-34S 4282 or f» nri_24S 2009. 

Rowe & Maw, 20 Black Fturs Lane, London EC4V 6 HD 


BUSINESSES 

SERVICES 



Rowe & Maw 


NORTa 

RETA 


SPORTS RETAIL I MAIL ORDER '.vr- 
« EXCLUSIVE LABELLED MENS' 

T / O £3 MILLION «• 

(PRINCIPALS QKtf -NEED APM.'S^^C* :TC ’ w 

■: w BMt HuOlO. prNANCiAL 
ONE SOUTHWAKRTMIPCET 




GOLF COURSES| 

Close to large population 
centres. Each comprises an 18 
hole course and clubhouse. 
Both offer further dovotopment 
potential. 

For Sale Individually 
or together 

For colour brochure and guide 
prices contact joint agents 
WlBam HUtary Lataura & Hotels. 
IWsphono 01722 327 101 
or HtmOMs Labm an ’TWephona 
0171 629 6700 


Haulage & Warehousing 

Bedfordshire 

Ext ob tithed haulage & wmbauinf 
bnincu for late due to in pen ding 
MinHKat 

* FrtthoU >!te - ofprox. 


UpudauJkH 
ExabBdui Mfcmrf diema 


K'*r fiirllirr OvtiiiK conluct 
V.ii->tjtt.. Riclim-md U..o 
'Aalki. ru Riw<). Sli'M'iu^v. 
H'.'rtfiirdr.hirv Sfi t TOP 


ASCOT 


CHARTERED SURVEYORS 

T?0 £1 J ajftt. Etc SO yean in SE. Engfand. 

Hige poetaiL te pawn will resao tab 

itebateeawteiUnucB c x re uU aa plai*. 


0171 724 2423 




BUSINESS 1 
SALE REPORT 


/compate feral h the UK (T/olS+1. 
[ Now cowing Europe, it Is FREEto 
1 st your company for gale. 
FbrsubsoltHion derate: 

0181-8750200 


AMERICAN BUSINESS 
VISAS - 

US spedafat for entrepreneurs 
and executives. 
TuVFa* +44 (0)1302 573808 


iai trei y i/US SSia. J-. ' V . . r 


PrestigjouL Company 

Wol M Datijpi A Mtnutaekae 

Mkflands T/O SIrh- 
Bon No B6056. Fhandol limn. 
Ona Soufriwark firings. 
LondonSEl 9fil ' 


CHRISTIE &.CQ 


Surveyors. Valuers& Agents 


London 


Nobfolk Fuza Hotel. 
Padwmgton, W2 
• Superb kcauon eppromsuefy 
2 mtnmcc walk fiom PackfinooD 

Sation. 

- (deafly placed to benefit tom 
Headnow Expreu tall link. 

■ 87 en suiie letting be dr o om *. 

- Restaurant, forage bar and nutting 
toon. 

•OvcdooUm pleasant Banks aquare. 
PBcb oh Amicmofi nxEaout 

London Office Rtf2DfFT419 

01712270700 


North Wf.st 


Esxmushsd Pratpose Brau Day 
Nursery Rigktkred for 3S 

• Plas piay-bsm, car padt aad 
m U i ii h I play areas. 

♦ Detached superior 3/d bedroom 
owner's house. 

■ Ample mopped pocuriaL 
£250^89 IREEBOLD 
Henckatcr Cfffke Jttf 56/FT78636 

0161 033 3311 


West Cornwall II North Lincolnshire 


Dmoaro Notsbto Home 
REGCTGWDFW34 

- Dual r^umioa. 27 renting. 
7 restdcntiuL 

- TO £9.864 per muk bon 33. 
•Profit £150000. 

* Pas sca g c r lift. Rilly staffed. 

■ Good order dzrougbocL 

£6504)00 nastBOLD 

Exeter Office Ref S2FT796 1 J 

01392259371 


North Norfolk 


Hotel 

• 2 Shot AA (74%VRAC borel end 
testament in erica 3 ooc she. 

• 27 en suite be dro oms, majority on 
ground floor. 

• Restaurant (30), bar sod function 
room (80k 

• TO year end 31.1.98 £441^42 ew 
VAX oh profit £150,000+ 

£7004)00 FREEHOLD 

lpr*ick Office Ref 14/44636SHB 

01473 256588 


Falmouth 


By Direction of A M Grove, Joint Fixed Charge Receiver 

PaCEVV^m^CDPERS i 


BCTBANY UESDBfnAL HOMK 
ReOSTEKED FOR 20 
• 16 tingles, 4 twins. 

•Passenger Eft. 

■ HO £3.834. Mmagcmcin ran. 

- gnma rrfm+ n^mv-tn nwrt^l 

£2504)00 fUEraOLD 
Exeur Office Kef 32FT796I8/MB 

01392 259371 


King Chames Court Nobsing 
Hoke Rhusterbd for 33 

■TO £7,632 rim 24. Good 
urveowey. 

» P as s enge r Eft. 

• 20 en suite bedrooms. 

£4254)60 FREEHOLD 

Exeter Office Ref 32FT796I7/MB 

01392259371 


Residential Case Home 
Regbtered for 13 

* Detached 4 bedroom owner's 
cottage. Meal first time busineu. 

■ Fee income to Ally 1998 £134000. 

* Goo d occupancy 
£2754)00 FREEHOLD 

Leeds Office RefZVFmUJI/UA 

0113245 9667 


London 


2 Children's Homes 
Recstexed for 14 
■ Fees range Croat £1 J50£l .750 pet 
week. Potential to expand, subject 
to consent. 

- Both valuable detached properties. 

£1,2004100 FREEHOLD 
London Office RtfODS/FTimMB 

01712270700 


Nottinghamshire 


Residential Hostel 
Registered for 13 

* Sngpon and reh ab ili tat ion Tor 
special needs residents. 

* Fee income no May 1997 E1O&B50. 
•Trading with strong occupancy 
£2804100 FREEHOLD 
NMnthm Office Ref 57/FT7023S 

0115 948 3100 


North Yorkshire 


Hotel/Resudrant 

• Characterful 17 th Century property. 

• 8 at wire taring bedrooms, bar and 

. - Additional income from iaa rood 
outlet. 

■3 bedroom owner's accommodation. 

£395^08 FREEHOLD 

Leeds Office Rff 54/FTB4S3/HB 

0113 245 9667 


Offices at: London- • Birmingham ■ Bristol - Edrodrgh • Exsthr • Glasgow • Ipswich 
Leeds - Manchester - Milton Keynes • Newcastle ■ Nottingham • Winchester- 


T.H. Sutcliffe 

(Meat Wholesalers} 

Limited 


DeiaitteA 

Tbndie 

A 


In Adntin&retlve Receivership 
Wholesale meat suppliers and specSaSst cutting plants 
located in NewponMo nn xx j thsI^ and \^ Wales for 
sale as a going concern. 

■ Established In 1937 

■ Turnover of £16.9 mMon 

■ Freehold Property, fufly equipped EC approved cutting 
plant 'of 10, 757 eq ft on a 0.7 acre site Ideated in 
Newport, Monmouthshire 

■ Extensive range of modem plant and equipment 

■ Laige wefl established customer base 

■ ' Existing order book and recurring customers 

9 Separate opportunity of Freehold Property located at 
Porrtaidswe, West Glamorgan, partially equipped for 
simitar activities 

For further ^formation contact J.C. Reid or MA Simpson, 
. Deioftte & Touche, Blenheim House, Newport Road, 
Cardiff. CF2 ITS. 

Tetepihone: 01222 481 111 Fax: 01222 482 B15 

. AutiioilMdbfite6r«*iaBO( Chormsd Accountants In Engt*** aid vtaiei to 
cany on iremanm Buainaaa. 


r 


i ; 


A t 


L' - 


£ !? 


L-: 













3 




BUSINESS OPPORTUNITIES 

READERS ARE RECOMMENDED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERHG WTO COMWTMEHTS 


BUSINESSES FOR SALE 
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Deloitte & 
Cliche 
& 


£ 5 m-£ 50 m portfolios in 
UK or Europe sought by 
international Lessor. 

Operating and Finance 
(eases for professional 
and commercial lessees. 

No consumer portfolios. 


Please respond in confidence to Karen 
Baddetoy. DeWtte & Touche, Columbia Centre. 
Market Street, Bracknell, Berkshire RG12 1PA. 
Tel: 01344 454 445 Fax; 01344 303 429. 

Authored by the msbtute of Chartered Aecourtams In 
EnMend and Wales to cany on Investment Busnass- 


/MBI/NED^ 

Senior directas fwking 
fdD time CEOMD rules 
or part turn 
XSfhairD7rartcrships 
ore sought for intoisTvo 
technical briefing, 
screening & mtroductin 
to r 30 MBJ opportumties 
per month in turnover ranpe 
£5m-£S0m. Candidates must have 
» Min 3yre MD experience 
■ Doubled prjru; in SS yrs 
Quafifyingdireams should send 
their CV&iriT 
receive our literature. 

CEO is a unique UK service for 
ChairmenrCE(Ts & MDs seeking 
entry intn the MBIT) raarket^nce 

The Chief Executives 
Office Queens Chambers, ! 
1 King St, Nottm NG12 2BH 
Tel 0115 958 9583 . J 

^ Fax 0115 958 9584 /«* 


ro r-4 
> rr ■ 


#0US #mr, l &?*;■ r. : * T E . 

i 

PrestiQE nitirnues recovers 


Invest in start-uns with high potential growth 
VCR investors put early rounds of capital into Coffee 
, Republic and Bruce's Brewery (of Firkin pubs tame). 

I Our monthly report features screened investment 
opportunities in all industries. Cali VCR on 01865 
784411 or visit www.vcr1978.com to find out more. 


OFFSHORE 






COM P ANIES 

TRUSTS 
2ND PASSPORTS 


Fni /minor md imaodiar <rrn,r nmtan 
Ptftooa ZSo, Dtredor 
INTERNATIONAL COMPANY 


SERVICES (UK.) LIMITED 

Standbrook Mouse. 2 - 5 Old Bond St. 
London. W1X 3TB. 

Tel: +44 171 493 4244 
Fax: +44 171 491 0605 

E-Maii- uk-info@icsl com 
http://wwwicsl.com 


Specialist Packaging Djgribnffan 
Outsourced Supply-Chain 
Management. 

Central Irish Midlands business, 
taking andgnmem stock m firm UK / 
Europe l Republic, delivering mu a 
Bine Chip Food mmdaaurrr’s J sites 
in line with product u>n plans. Have 
spare established Management / 
Asbmniamuitn lam capadrx. Possible 
Agency. Dxanbuiorship or JuH Supply 
Cluin Management. 

Contact - Lawrence Barton. 
Purdnstics ( Ireland) 

ILK 0044(0)1223 462244 
Republic of Ireland 
00353(0)502 62666 
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v WALKER WINGSA1L 
*“ SYSTEMS PLC 

ON CREDITORS' VOLUNTARY LIQUIDATION) 
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Humberts Leisure 


C.iWwdM W«r Pads - Gkwcwnmhire 

An established and profitable 
jet ski centre and leisure business 

One of the premier names for the sale of jet ski products 
in the UK 

Freehold site in exrdlenr location, appreotimardy 37 acres 
(15 ha) in rotal wich hkc (30.5 acres/lZ3 ha) 

Cluh raembcrship/pubUc hire/corporate entertainment 
Shore- based leisure includes go-karting, quad-bikes and 
catering 

Further development potential including holiday lodges, 
subject ro pfenning 

For sale as a going concern 

TEL: 0171 620 6700 FAX: 0171 409 0475 
email: Dan.MasonPhu inberts- leisure.com 


CHART E RED S l- R V F V O K b 
L E i S E R !•; V R O f t K TV SPEC/ A ! I S 1' S 



od 


Operational Development Limited 

204 Fefflbonk Rtwd. Aios. Berkshire. SL5 83X 
Tel: 01344-885317 Fax: 01344-890217 


FOR SALE 

UK Engineering Company 
manufacturing 

products for automotive aftermarket and selected OEMs 

Sales £3. 7m. Op Profit £200k. NAV £1 m. 


U.itifr 1 


Retail Business For S.\le 

HIGH QUALITY LEATHER GOODS 

Two high class ffis Bid cvlleb nil/t well esmblishd highly regarded 


Iil7ii7l I." 1 ) I'D * )T <1 I'.ilii i'A ••'■I i'j'/d /( i j 'li j I '' 1,7 > i’ll 1 ill 


* !*?*•*• 
“i? •i’-r- 
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TIO • ilJiii, Principal only. 

Fax 01494 - 581961 


LISTED SHELL COMPANY 

3.25m Cash Available 

Seeks Private Company with profits 
of circa £lm+ for Reverse Takeover 
Full Board control available. 

Write to: Bos B5096. Financial Times, 

One Sontliwaik Bridge, London SE1 9HL 


IRELAND 1 

1 Manufacturing and S arvtco I 

Companies Including ■ 

RacruHmem Aganelaa 
a valMb l a tor marger or pwehasa. I 
Tumoom Clnw^. | 

DonS P. Boytan. FCA Am. 

Boytan A Dodd 1 

C o tpo r ata Sanrtcss Ltd | 

I AcgUohlafl and Merger SpedaSas 
Kraston House. Arran Coud. 

Arran Ouoy. DitsOn 7 ■ 

TeC 353 1 B72SC22 I 

Fax 3531 872S361 ^ 


Sales Agent (Engineering i 
Commission only 

Dm foa hat r nwets to Immg era. 


• Campoetu •uumfacturrr Bated in 
teke dm UtralnMMtar ■ 

•WltlacaifiliBT»ill}arMi*lDi . 


Mr.VMistrv 
Di-H F.n;lnccrinc Lid. 

Unit - 38 
Gre»l Central Slrtet 
Leicester, LE) LT1 


NASftA.Q-GOMPANY 

ikcttaiy .' ; '• . ■ 

^X5i»lnwfi*cXdtiD&coofosnv requiring quote and funds 
rt'^-rn x v L . ‘ ■' • - ‘ - 

' ;.'"- 7 ReptySqx.Bhfl62.lTnaBcialTHiics. . 

I.'.*. ... -I ;• V^W^alnwdc Brt^cXoaVa SEI *JML' . * : *- !' 
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BUSINESSES FOR SALE 



The Liquidator. I E Walker, offers for sale the 
business and assets of Walker Wing sail Systems 
pic. Ihe developer and manufacturer of patented 
"WingsaiT propeffed yachts. 

Principal assets include: 

• Patented designs for wingsail propelled yachts 

• An agreement to use the inventor’s patented 
designs 

• Moulds and tooling for the fully developed ‘Zefyr 
43" yacht 

• Various plant and machinery, office furniture and 
computer equipment 

• Other intellectual properly rights 

For further information please contact Ian Walker or 

Moira Fitzpatrick at- 

Pannell Kerr Forster. 2 Bamfield 

Crescent, Exeter EX1 iQT 

Tel- 01392 432774 PANNELL 

Fax: 01392 251175 KERR 

ro my -»y AuOi «f* ano-«xrw*«3 B nor, or. — — _ , r rp 

rUKblJfclK 
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Channel Islands 
The Kings Club, Guernsey 

Aa exeeUral opportnnhy to acquire 
the Eland's Premier Leisure Chib 

Leisure vim tr incorporalinf imJrvx vaimrning put. sauna.,, slum nstri- and ■qvi 
Outdror baled pool. Twuu» and .sqaiidi couns Full y tajujpfwd pyranaMum 
Dace studio Rcstaonnu. B*. Beaut> salon. Dcivk^inicm land. 

The only private membership /rimer Hnh on Ihe island of Guernsey, nith Ihe 
added benefit of substantial lease and rental income 

About 3-JO acna - — — - 

Contact: E*cter HotrK. 01392 Wim 


paul pet ers IMPERIAL LIMITED 

partnership Dn Adminblrafion) 

Onttamd Aoxtumedt CHEESE PROCESSORS 

The Joirt Administrator, MaJcnlm RDmore & NrgeJ Paul offer for safe 
(he business and assets of this Cardigan hosed cheese processor 

• Fully licensed leasehold factory 

• Turnover appro*. £1 mJlion 

• Established business wirfi major customers 

For further wdocmafion. please contact 
Mokoha Hhnore or Roger Fdtftoer at 
Pool Peters Partnership Tdt 01293 410333 Fcoc 01293 428530 


sVDNEY-.-U's'TRALIa 


Funh owned hinnev. *)*• u> 27ih van 
is tmcrened m downsinaf and oflering 
fer uk nuKr pan ol besiacK. 

WOOD PANELS INDUSTRY 
T/0AUD$8m3k»RA. 

Good k>moB, {wnnives 
12 suff* space for npaesioo. 
Price wt* v«i. •enne &ia r - 

VSDlt tadlkxi. 


nmt 

Nlcftai»B & Aarac I AccaoMilsl 
PABnZU 

Braakvok. AbIiwOb 2IW 


FOR SALE 

Contract Cleaning Co. 

SUSSEX 

Oxner arfslmg to renre 
T/0 £500A» • Gross Pratts • 3S* 
IMs to Box B9DX. ftmaeU Itaea, 
an>Baa»Mrt( Brides. 

LonOco 9&9HL 


Dbtribsdor of Consumable Products 
In Plant Hire. Com true lion and 
Hanbgr Mdianit*. Midlands baaed. 


Turnover £L 0 m + 


Prindpak only. 

Box BtNl. ftamndal Tbocs. 
One 5onlbuvk Bridge. 
London SEI 9HL 


TEXTILE IMPORTINC 
HOI.RSM.i. COMPANY 


taten llnlgMWliM .Vt 
OsUbet Bar i. Mjfltre UL 
PvHwr 0*srr,T» 041006, W& Itarpb 
Baer Grow* 4 Md Oi*» 
lt*d Lnte PwM I ff t imi l n a 
B -s BJrfi familTiiK- 

QKSujfl|83li 

ImJ.bSJ« 41L 


For Sale 


PCB 

MANUFACTURER 


High margin, 
fast turnaround 
UK-based operation. 
Leading UK 
industrial clients. 
Standard approvals 
including ISO 9002. 

Principal? I oat} I cfiould oanlact: 
Bax B6020. Finaoctel Tanev 
One Samhwarfc Bridge. 
Londao SEI 9HL 


MBI OPPORTUNITY 

* Specialist Vehicle Builder, in 
Si >uih Esa 

4 To h: xpauunoal in b4in; I tv 
Company forward id jd 
expandw;. 1 nuiici 

♦ thvn Pnxjucts/TroIlm+ 


CaWon ftttr Jarann 
31 Hy» xam ftettn 

»Sm« B*MStll> 
oirr>44m n 


Humberts 

COMMEHCIAl- 


HOLID AY COMPLEX 

- wnm ~ 

TOBNWALL • 

^ mlt .Un«> 

Loroc oda ddiMmm 

£ Wsd .iddaLTpr^f 
M» Jrm J KJ hMfiLw 
lUaers. jraiBkl 1 . " 


WEEKLY SPORTS TITLE 

For Safe. Lons Established, 
private owner. Turnover (hti + 

Box B6060, Financial Times, 

One Southwark Bridge. London SEI 9HL 


U.S. Broker Dealer seeks merger or investor 
instant access to US securities and Derivatives Markets 

Members of the American and Philadelphia Stock Exchange. Registered 
Spaas bats in Over 60 Equity Options and Market Mrtere m ttner Majors. In- 
house Proprietory trading systems far real tme Risk Management P&L. and 
theoretical pricing. In house programming lor specific applications and models 
for products traded ongoing. In house formal taakung m Caharius, Advanced 
Option Theory and Risk Analysis. 

Ths boutique is comprised of 25 Employees who are eager to use their 
expertise and training skills to further develop, enhance and expand m any 
related derivatives operation A broad fct of references are available from 
most US major member firms. The 6rm would like to sen a 50% Interest 
for 10 mllBon USD or seek a merger that would be beneficial to both 
parties No sales persons. High Net worth inaiwduals or mstrtubon only 
Mail to. Financial Times Bor« a 6063. No. 1 Southwark Bridge, 
London, England SEI 9HL 


Do von have the ideas for new or innovative food ingredients hut 
lack support or facilities lo can? than oat? 

We understand the problems and have facilities and knowhow to 
assist 

Send brief dciail, in cpoTideoce lo ihe Chairman, 
i/o B«rt Eitt.mt. Firumvul Tun 
One SoitthuTlk Brulpc 
LroLkra SEI UHL 


Water for sale! 


Swedish manufacturer offer pure spring 
water, aseptic packed in one way octabins of 
1000 Iftre/pcs. (20 octabins/40 Its. cont) 


For more information: ]ilip:/Avw\v ('■ 'nti.se 
Phi.no: >4(i) 42 75010 E'ax: (46) 42 75020 


- Wanted - 

Al: .-.i' i vn er.a s>ii-:-.ii.* ;i: i 

v-r-."-ij ; ;> :;v:ri;:i:v:o I. -:-- 
i>vc:'riiii:»y j n i i - . p:oie. 
;x-;:iociVe «:!::cr lejui vo 
..-.•.vc::;-. v. :-.h :v.;iwi:;.:r 
S'.'. .-na" .-Vi cj-fflis-nf' 

in •n.'c. : o r.i';. :,' 

r, .‘j- 

y.\ ;: . : S.-.—v!.-.:-. 

Tel: 01442 S?ti)M K.vv: 01442 S70S4S 


QmV\H f>LtVDS & WOUHKIK 
OnsmmCoMPvo roRMxnoxs 
S .AruuMmunov. 
futi Sonias 

Far it,.- inioriTuikvi i"nud' 
CROY TRUST LIMITED 
2“ FV«f .VI CO i id FUcr. 

S IC-Uf Icitot IE2 4TE 
! Tri. mfryi K7ST4 Fa. ti'15.'4| Wfll 


Management Buy-Out 
What is your company 
wmth? 

PC ^radshea lahaticomaid. a>used fe 
vmture + VAT. 

Brftstiicriitribcwtacc 

\entnn5 

28 Graacwr Stea. Lentil WIX ffE 
TetOI7i-QI7%IiFaicO17]-fl]7t0C 

Websac lapjfe\kw.Yqiae!uiraimaMt 

Rcgubed by ilr Scctiioo al Funaes 
Aiflhomv 


CHESIIAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And you know that it’s a scarce resource. 
So, why should you pay someone to produce 
the buyers? Perhaps you should talk to 
Cbesham. 

With confidential briefs from more than 
2000 PLCs, foreign multinationals and venture 
capitalists who are looking to buy successful, 
private companies worth between £1 million 
and £50 miliioa, we ought to be able to help. 

If you would like a confidential discussion, 
please contact our Managing Director. 

CHESHAM 

QgSLJ AMALGAMATIONS 

The fast name in mei^bn>lan& 

Chesham House, 2 Bentinck Street, London W1M 5RN. 
Telephone; 0171-935 2748. 


HIGH QUALITY PRESENTATIONAL 
GIFT PRODUCTS 

Long established UK businesses with the 
following key features: 

• Light engineering, assembly and wholesale 
businesses. 

•Turnover of circa £5 million with strong 
profits. 

• international customer base. 

• Leading market position. 

Potential purchasers please reply to: 

Box No. B6007. Rnancial Times, 

1 Southwark Bridge, London SEI 9HL. 


FOR SALE 

BUILDING SERVICES COMPANY 
West of London based, established 1979 
with substantial air conditioning maintenance portfolio. 

• Turnover £Em and growing, with above average profit margins. 

■ Blue chio customer base in electronics, pharmaceutical and retail fields. 

• Long term maintenance contracts erf £2m. and current order book in 
excess ol £Vdn. 

Principals only atWv In writing «> AJ Groves, c.’o Hughes Alien. 

Greenwood House. 4,7 Salisbury Court. London CC4V 6ST 


Profitable Commercial 
Vehicle Business for sale 


ILLuor rnmrhne bolder wflh 
inrnnrer In IdN audited accoanls 
apprpv £2 mUHoa. 

Local fd Lad Midlands. 

Bui BiiiM.KiimiiiijI Tiido 
llrv^w>li««l Bndy< 

Ski VHL 


7l:e retiring pirtr'crj ~ t 3 leng 
es!iibl. : sh*d ard repulnble find ot 
Clvarored Ouantity Surveyors 
bssed i 1- . Home Counties 
.visH :o d.spcse et practice 
aso goirg cac.cer'e. 
A.snua: fee* cl SCOCK 


BUSINESSES 
FOR SALE 


Appear in the Rnancial Tfenas 
every Tuesday, Friday and Saturday. 
For further information, 
or to advertise in trite section, 
please eotfaet 
MetanteBOes 
+44 0171 873 3349 


DIRECT MARKETING 
CATALOGUE BUSINESS 


Direa maAetirg business wiib 
yales of £6oi+ for sale. 

The business consists of three 
high quality, carefully focused 
catalogues which have been 
trading for five years. 

The sale will exclude the call 
centre and warehousing 
functions and therefore would 
be particularly amactive )o an 
existing direct marketing 
business. Offers sought in 
excess of £3m for databases, 
goodwill stocks and 
intellectual property rights. 

Reply Box B6Q54. Fonacial Tunes 
One Socrfwnii Bridge 
London SEI 9HL 


International 
Group pic 

(In Receivership) 
Andover/Leicester 

Available fey sale as a wficfc > or n nan. rmnutaaumg business 
comprising Uvee dATSJOns. 

Primary tobacco processing equipment (Andotrar} 

■ Manuteduros of Ihe 'Legg* brand 

■ frtUmnJcne) aenl base with c-C^Om turnover 

■ Futy ec^apped monulaaurlng laaiTir m a 7 aces' freehold site 
comprsmg ol separate ticicvy (I35.00D aq M and office 

pr anises 1 26,000 sq fl} 

Automated packing equipment (LNcastsr) 

■ C CJm turnover 

Environmental engineering (Andover) 

■ Air gotiuux) central systems 

■ C.CJm tunovw. 

For further ctetofe pteoso contact Joint Admnelratrue Raesroers: 
Scon Banes, Snut Mams or Ngel RutlxX, Grar Thcmtcn. Qsre 
Ttantcn Hcooa. MNton Sriun. London fAVt CB 3 . 

Tt*. 01 n 3S3 5100 Fax. 0171 383 4077. 

Wtet) Site: Wtccivvvvw.grOT-thcifntoaoo.i* 

fflU Grant Thornton 9 

-VJptL \ in i.ik r.-’c* r.m -j UM T runin m nnmru 

l L— Jy. \ m frg.vj rvl w»r. <r- u»t cn nnsentn non™ 



A.L.E. Marine Limited 

(in administration) 

The Joint Administrators offer for sale the business and 
assets of A.L.E. Marine Limited, manufacturers and 
suppliers of heavy steel structures for the construction 
and offshore industries. 

Principle features include: 

■ Construction facilities in Teesstde with Riverfront 
access. 20,000 sq.ft. Workshop plus 6.000 sq.ft. 
Offices and 80,000 sq.ft, riverside site; 

■ Specialists in construction of pipehandling equipment 
for the offshore industry (carousels, reels and ramps); 

■ Accredited to ISO 9001 : 1994 and EN 729-2 : 1995; 

■ Blue chip client base in the marine and offshore 
industry; 

■ Existing order book of circa £3M. 

For further information contact: 

The Joint Administrator, Julian Whale, 

KPMG, Quayside House, 110 Quayside, 
Newcastle upon Tyne NE1 3DX. 

KPMG Corporate Recovery 

KPMG e authorised by the Institute at Chartered Accountants in 
England and Wtiles lo cany on Investment Business. 


~ ■? 

Computer ; 

Hardware Supplier 

Midlands 

; A highly suocessfiJ suppter of new and used computer * 
i hardware. j 

m Turnover ol £2.8 milSon S 

■ Pre tax profit of £0.9 million 

- ■ Very cash generative 

■ Diverse blue chip customer base \ 

For further details please contact Graeme Forbes or 
Elizabeth Harrison. Grant Thornton, 30 Hounds Gale, 

Nottingham NGl 7DH. ;■ 

Ta: 01 15 948 3483 Fax: 01 15 948 4504 i 

■J 

Web Site: http7Avww.grant-thornton.caii< •; 

GraM Thornton* ;j 

Tl-it l*. n*w*ct lim d Gran irmrbn mMnwmi i. 
AUhc»aK] m* indiiac ol DurMM Acaxnsns * 

n Enqunl ana Waee r> cany on m m wi lamn * 



HORU'ATH 

CLARK WHITSHIU «. CO 

TELEVISION POST 
PRODUCTION COMPANY 

Q Well known and ou Wished buumv 

□ Television and Mund studio*. A\id and digital editing, fanguage 
transfer and pu« produedoo facilities 

□ Extensive ran^e of modern, specialist equipment 

□ FulW fined and equipped leasehold ptmuscs in London, W10 

□ Tnnx»vvT for year end list December 1W C. £1^86m 

BUSINESS AND ASSETS FOR SALE 


HORWATH 

CLARK WHTTEHHJ. (t CO 
CuntetK Rser Dllfttl rc Mart Rlfcv 

ShrHnk Him. 7 Kcnrkk Plxr. 

Lnnilnn WIH IFF 
Tel: 0171 v.« ««. fast 0171 W Kli 


EDWARD SYMMONS 

n PARTNtRS 

CimDiT Siot Maun 
J Suudiwafk Soar. 

Lnarim BrUpr. London SCI IRQ 
Td: 0171 ftcOlU «l W7 


Westwood Idols Limited 

iti n dn i nO i i nfcMi ) 

Smith & Williamson 

Ik Jou AdoiaiMm otio lot sde tte htuflea ud meu aa > esacen: 

• Miwlatimm oT toy ayrane mated woh 

■ Ttaranver ol ^jmnUaiidjr £L5 mfllioo 

• Skflled wisUiiu: ml “teas dtp' emtoont tee 

• Specutorf pfctt *»4 ferowd onfef Iwok 

■ Leasehold premises ia Rampfe 

Pot detdb. oanui Ourc has a tbc officts trf Smtih 4 watooroB, 

The Meerieg Howe. Link Maox Sion. TUNBRIDGE WELLS. Seal TNI ITS 
W.-01KC 529522 Fat; 01 892 52 ITS 



du to ifae cknere n os offer forsdc (he etett »d eqnqmeat ofa 
COMPLETE IBW KKMDRV ued fnrllr pndfeilM of autoraocwstagiiie prate 

JOHN DEERE FOUNDRY 


Canmp edfla DJ - 2?U Lf 
Anus] uO]Hl M) 000 ton 

Inspection hr pnoe appMulmral 

R FAIRFIELD A 
AUCTIONS II 

PO BOX 5317. 14II1AH NaradeL The Nettobndx. 
Hi -*31 iO|3S Wff 6363 / Fax: +31 (0)35 699 6366. 

E-ul. iarnttfidrikM-aKUoaum 


L/lJ Z/ Z/ L: k L 
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TECHNOLOGY 


TECHNOLOGY CHEMICAL INDUSTRY 

Smaller, 
cheaper 
and safer 


Jenny Luesby on 

process intensification, 
hailed as the key to 
the industry’s survival 

Sprawling, ski-scraping 
production plants, explo- 
sions, spills and pollution 
have all made it hard for the 
chemicals industry to change its 
big, bad reputation. 

But help is at hand. What if 
chemical plants were no bigger 
than a large table-top, and cheap 
and sale as well? 

Such is the promise of process 
intensification, according to the 
British Hydromechanics 
Research Group. 

Using a reactor the size of a 
ball-point pen. which can pro- 
duce 10,000 tonnes of chemicals a 
year, BHR believes it has found a 
way of matrin g chemicals that is 
so elegant it is hard to under- 
stand why no one thought of it 
sooner. 

BHR has just won this year's 
excellence in safety and environ- 
ment award, organised by The 
Chemical Engineer, the trade 
publication, and sponsored by 
Imperial Chemical Industries. 
Dow Corning of the US and Hick- 
son, the UK company, have set 
up pilot plants using the BHR 
reactor. And the European Union 
and the UK are both backing the 
technology with public funds. 

The pay-off could be huge. Tra- 
ditionally, the industry's pro- 
cesses have begun in a chemist’s 
flask. To move into manufactur- 
ing, producers simply scaled-up 
the flask and called it a reactor 
tank. Batches of chemicals were 
poured in. stirred, then drawn off 
in their new form. 

This type of processing 
accounts for more than half of 
the EU'fi chemical production. 
Yet it is rife with problems. 

For a start, batch processing is 
highly inefficient. The reactor 
tank does not line up chemicals 
neatly one against another, as 
would be necessary for a swift 
and even reaction. Instead, a 
patchy reaction gradually moves 


around the tank. This is slow and 
encourages all sorts of secondary 
reactions, which create waste 
products. 

For bulk chemicals, reactor 
tanks can produce 5kgs of 
by-product for every kilogram of 
intended output. For fine chemi- 
cals the ratio of waste to output 
can be as high as 50 to I. Not 
only does this level of waste 
make it difficult to achieve a 
high level of chemical purity, but 
it also draws heavily on produc- 
ers' raw materials and creates 
the need to process or dispose of 
the unwanted by-products. 

Tank reactors also use a lot of 
energy, generating carbon diox- 
ide and thermal pollution. And 
they are hazardous. There are 
few ways of controlling the pace 
of a reaction once the chemicals 
are in the tank. Heat and 
pressure can vary wildly and it is 
hard to cool things down. 

In addition, the scale of the 
equipment generates vast capital 


you could produce 
60,000 to 100,000 
tonnes a year of a 
nitrated product in 
your own garage’ 


costs in civil engineering and 
pipework, with the industry nor- 
mally allocating less than 20 per 
cent of the cost of a chemicals 
plant to production equipment. 
The rest goes on infra- 
structure. 

Yet it was not until the early 
1930s that Colin Rams haw. then 
of 1CI and now at Newcastle Uni- 
versity. suggested that the gains 
from a more efficient way of 
making chemicals would be enor- 
mous. His vision of process inten- 
sification has since moved centre- 
stage. 

PI has become the industry's 
“key to survival", according to 
Joachim Semel, vice-president of 




INDUSTRIAL IMPLICATIONS 

High efficiency can be 
achieved on a tiny scale 

Thinking small may be the answer for groups hit 
by competition from developing countries 


R&D at Hoecbst, the German 
chemicals and pharmaceuticals 
company. 

For BHR. set up SO years ago to 
provide technical wizardry to 
pumps producers, it has been a 
15-year mission that is only now 
taking shape as individual pieces 
of equipment 

At the heart of its miniature 
chemical plants lie two different 
types of reactors, both built to sit 
within a pipe, often as part of an 
in-line series of reactions. 

The simpler of the two. shaped 
like a pen. simply pushes chemi- 
cals through a series of mixing 
gates, under pressure. The sec- 
ond. the size of a matchbox, com- 
bines the mixing of chemicals 
with a mechanism to control 
heat. Built as a crassway lattice, 
the reacting chemicals are 

Chemical reactor 


Constituents Coolant in 



pushed through from front to 
back, while liquids to draw away 
beat are pumped across from side 
to side. 

The energy needs! for the pro- 
cess is up to 70 ’per cent lower 
than for the equivalent batch 
processing. With European chem- 
ical batch producers responsible 
for an yt m trmnps of car- 

bon dioxide production, this adds 
up to a substantial potential for 
environmental gain. 

They are also safer. The pro- 
cess can be switched on or off 
instantly, and if either reactor 
gets clogged it can be plucked 
out, like a household battery, and 
replaced with a clean unit. The 
chemical reaction is rapid and 
comprehensive, sharply reducing 
secondary chemical reactions and 
thus waste products. It also cots 
down on the need for chemical 
storage by allowing producers to 
tailor their output to their imme- 
diate needs. 

But perhaps the most striking 
difference is the relative size. The 
BHR reactors can reduce the 
monster chemical sites of the 
20th century to a table-top unit. 
“You could produce 60,000 to 
100,000 tonnes a year of a nitrated 
product in your own garage.” 
says Christopher Phillips, head of 
the BHR project 


Process intensification is 
not the blue sky of chemi- 
cals - that falls to micro- 
chip technology, which it is 
hoped will one day offer up the 
micro-reactor, unites Jenny 
Luesby. 

However, the world’s largest 
chemical companies are aggres- 
sively pursuing PI, some 
ln-house. many as sponsors of the 
British Hydromechanics 
Research Group - the group is 
now offering a mobile pilot plant 
to any company that wants 
to investigate the possible 
savings. 

. The appeal of this intermediate 
technology is the promise of 
immediate gain at an especially 
critical time. A handful of chemi- 
cal plants worldwide are already 
operating on a PI basis. 

Western chemical companies 


have historically dominated the 
industry, but they are now losing 
ground to rivals in developing 
countries. 

Some of the new entrants have 
a natural advantage in that they 
are close to the source of raw 
materials; but all are benefiting 
from the efficiency of newer 
plants. 

In some cases, western compa- 
nies are withdrawing in the face 
of this competition. Many have 
incurred substantial balance 
sheet write-offs, closing down 
plants in areas such as phospho- 
ric add, titanium dioxide, fertilis- 
ers. or PVC. 

Others have invested in new 
plants, and have built them on a 
massive scale to try to reap the 
greatest possible efficiency gains. 
But this has further damaged 
chemical markets, by creating 


sharp Jumps in supply, some* 
times by as much as 10 per cent 
of world production. 

The beauty of Pi is that it 
allows partial upgrading and 
high efficiency on a tiny scale. 

Within Europe, where 96 per 
cent of the region's 33.000 chemi- 
cal companies are small or 
medium-sized enterprises, this 
could be instrumental in prevent- 
ing a permanent and substantial 
contraction of the industry - aa 
has already happened to the tex- 
tiles Industry. 

However, while this reasoning, 
as much as environmental gains, 
has driven much of the public 
funding of the technology, there 
is an ironic twist. 

As BHR’s project starts to bear 
fruit, the veiy Aslan companies 
that are undercutting and out- 
producing their European coun- 
terparts are now taking- up the 
group’s reactors with the most 
enthusiasm. 
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Forex, Futures & Options 
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FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 



58 DOVES. STREET, LONDON WIXJRB H 
TEL: 0I7L6Z9 1133 FAX: 0171 495 0022 fig, 
hUP'J/www.bfUo-ak — 


► Futures & Options 
►Online Trading 
►Margined FOREX 

LIMD-U'ALDOCH &. COMPANY 

*•51 Cliiwll M. * U(( 


* 5 - *22 
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0800 - 262-472 
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INTERNATIONAL FUTURES 
CORPORATION LIMITED 



Futures. Options & Margined Forex. 

Trading in all major Markets. 

Speedy fills, competitive commissions. 

Tty our sbvks and see who you have been missing! 

Execution only: 017J-674-0EQ 
Full advisory: 0171-674-0034 
Email: mfo@rateraationaJfBturesxonj 
Weekly Options Strategies 
Daily Technical Analysis 


( 


Market- Eye 

from 



Euro, January 1 1999 

Tfttfen, H yon haven't mm it how m you gems to trade M 

iiJMBf -sumrr--n»o« > ^“ i nMw«. £||f oVlsiOll 

wwwJntutechnics -com 

Tel 444 171 294 0044 ] 


If you would like to Haverti%e. or require an> 
further information, please ctutaci: 
Shtriir Dutiu-.sn 

Tr-I: 01 71 - 8 73 -'.028 F.*>s: 0171 S 73 -5205 
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OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


Leading International tax planning Arm, otters fuR service. 

LoedME Helen Harper. LLB (HONS) Tafc + 44171 382 2274 

Peter Murphy B.Comn. Tab + 3531 832 1311 
i I MmHMiiw> <W WataKsimaucfgnwpeaa 
30-100 SYDNEY ST, LOWMUI SW3 WO, OK 
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FLOORS MOW AVAILABLE 
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ED&F MAN DIRECT 


24 Hr FUTURES & FOREX 

Via the Internet 
Download the NEW V4 Trial 


.• - •••. CURRENCY AjVAG E.W EE T CORPORATION P.\C tm 
C-Mul: roqor • toifx cmr.co.uk 

Tel. -44 1011992 533550 ML 

|0|:092 53571' 7 — 


WANT TO KNOW A SECRET? 


The LD.S-/C-M-1- Seminar will show you bow tbe markets REALLY work. The | 
amazing trading technique* of the legendary W.D Garni can increase your profits 
and contain your hisses- How? That's the secret. 

Book yoi'r FREE mo: Phone 0161 474 0080 




TRADE FUTURES 

ON THE INTERNET 


.FOR FREE DEMO CALL, 


iLiririco 

[+44 (O) 171 892 3311 

•man tr«4lngrtHMMa*vrss«.cam 


TENFORE 


For more info and FREE demo disc call; 

+44 (01171 405 1004 


Rea! lime global coverage 
of Shares. Currencies. 
Bonds, Commodities, 
Futures & Options. 
Research l Commentary 
and News 


124 KOUIIS wwwJgln4ax.ca.ak 

Tfivofijcj raw Jntomat daaSng sorvica 



REAL-TIME DATA ON YOUJKPC 

tquftf«i+futom»optiora+d rt i a ibw&»bcnft+co niuijdMt a 
^ALL AMERICANS * FOREX ► EUROPEANS * NEWS * CHARTS 


IN YOUR COUNTKY NOW fca 
70 Countries across Europe, the- -v 
Middle East and fitnea - from leolartd 
to Moscow, from Finland to Yemen 



I www.dbceuro.com 


%tteJj*ta£uMuiL 

Tel +44 171 793 3100 


NORMA COHEN 

THE PROPERTY MARKET 

Chanting the mantra 
of cheap capital 

The cost of capital is barely understood, and it may become 
even more relevant, given the turmoil in world stock markets 



In an industry as 
capital-intensive as property, 
the logical assumption is 
that those operating in the 
business know what their 
capital costs are at any 
| particular time. 

That means not only 
knowing the blended 
average cost of debt, but the 
cost or equity capita] as well. 

Peter Linneman, a 
professor at Wharton 
Business School's Real 
Estate Centre who is acting 
as a consultant for Sam Zell, 
the US property tycoon, 
outlined the role of cheap 
capital in a seminal paper 
reproduced in the Wharton’s 
Real Estate Review last 
summer. Instead of relying 
on the mantra •'location, 
location, location", Prof 
Linneman suggests a new 
one: "cheap capital, cheap 
capital, cheap capital". 

Tbe cost of capital - which 
he notes averages 85 per 
cent of a company’s costs - 
may become even more 
relevant, given the sharp 
Calls in world stock markets. 
Prof Linneman notes that 

consolidation in 
capital-intensive industries 
happens most In a capital 
crunch, when the most 
inefficient users are snubbed 
by investors, forcing the loro 
yielders to sell out, often at 
bargain-basement prices. 

It is a message that has 
yet to be understood in the 
UK, where some in the 
property industry marvel at 
the prices that US 
proprietors are prepared to 
pay for assets. For those who 
are wondering, access to 
cheap capital may be the 
answer. But equally, US 
analysts say, cost of capital 
- and its relevance to 
shareholders - is only barely 
understood in the US. 

However, the view that 
cost of capital matters - and 
that there is an appropriate 
mechanism for calculating 
cost of equity - is 


slowly gaining currency. 

Last week, property 
analysts at HSBC Securities 
sent out their property 
sector review in a research 
paper which attempts to 
calculate weighted average 
cost of capital (WACC). 
equity and debt, for the 
largest UK property 
companies. 

According to their 
calculations. WACC varies 
widely, from lows of 6.6 per 
cent at Pillar and 6.7 per 
cent at British Land and 
Brixton Estates, to highs of 
8,5 per cent at Capital 
Shopping Centres and 813 per 
cent at Land Securities. The 
paper also underscores a 
point made by Prof 
T .inneman: that debt always 
costs less than equity. 

The significance of WACC 
becomes important with the 
increasing use by investors 
of value-based analysis. In a 
paper last year entitled The 
Cost of Capital in Europe, 
analysts at Credit Sulssd 
First Boston outlined the 
rationale lor the growing use 
of this analytical investment 
approach and the 
controversies surrounding 
the calculation of cost of 
equity capital. 

In short, the CSFB 
analysts explain, investors - 
must select companies they 
expect to produce rates of 
return higher than their own 
costs of capital. Those that 
do not erode shareholder 
value. 

The adoption of that 
approach makes it irrelevant 
whether a company can 
demonstrate annual 
increases in net asset value 
or in pre-tax profits. 

What matters is whether 
earnings - generally before 
interest, taxation and 
depredation - produce a 
rate of return on shareholder 
funds greater than the cost 
of capital. Anything less 
erodes shareholder value. 

“An important input in 


the cost-of-capital 
computation is cost of 
equity, a notion which has 
been vague in Europe and 
has caused significant 
m isuse s of capital over the 
past few decades, especially 
in capital-intensive sectors 
such as steel, paper, 
chemicals and cars," the 
CSFB analysts note. 

“In general, conglomerates 
have also utilised their 
capital somewhat 
inefficiently . . . The situation 
has led European corporates 
to destroy value for their 
shareholders. More 
specifically, the cost of 


'Failure to reach a 
rate of return in 
excess of cost of 
capital destroys 
shareholder value 1 


capital and the required 
return on investment have 
bean systematically 
underestimated in Europe 
for years.” 

While property is not 
alone in destroying 
shareholder value, failure to 
understand the cost of 
capital could deter investors 
from the sector. 

The CSFB economists note 
that understanding cost of 
capital is not so easy. For 
one thing, there is a debate 
about how to measure cost 
of equity. However, at the 
heart of most calculations 
lies a capital asset pricing 
model (CAPM) which takes 
into account the available 
risk-free rate of return - 
akin to that on government 
bonds - and the market's 
general equity risk premium. 

The latter is loosely 
defined as how much higher 
rates of return need to be to 
encourage investors to buy 


shares rather than bonds. 

It also includes a “beta", 
or the volatility of a 
particular share relative to 
the market as a whole. Less 
risky companies have lower 
betas and thus lower equity 
capital costs. 

Even in the US. where 
value-based analysis is most 
advanced, there is little 
evidence of widespread 
recognition of cost of capital 
- and more particularly, cost 
of equity capital - within 
the property industry. “It is 
surprising how few public 
real estate companies 
analyse their investment 
decisions Jn the context of 
corporate capital budgeting," 
real estate investment trust 
analysts at Lehman Brothers 
noted In the 1998 annual 
review. 

One reason, they 
postulate, may be that most 
REITs are too new to have 
an accurate beta calculation. 
But they note pointedly that: 
“Conceptually, many 
companies find it difficult to 
Implement investment 
strategies based on academic 
tools such as the CAPM .. 

There are signs that some 
companies are tackling the 
issue. James Dundas. 
finance director at MEPC. a 
UK company which bad 
been lambasted by 
shareholders for years for 
underperformance, says 
WACC is crucial to any 
consideration of its future 
investments. 

Before a restructuring of 
corporate assets and debt 
late last year, analysts at 
HSBC calculated that MEPC 
had internal rates of return 
that so badly lagged behind 
Its WACC that some p.2bn 
($1.98 bn) of shareholders 
equity had been wiped out in 
the five years up to the 
move. 

As Mr Dundas puts it: “We 
have to service all our 
investors. If we do not 
produce a rate or return In 
excess of our cost of capital, 
then we destroy value for 
shareholders." 
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MANAGEMENT 


GROWING BUSINESS QIAGEN 


Success story that 
showed the way 


Graham Bowley on the biotech start-up that 
broke the mould of German business 



Zn 1984, Metin Colpan 
chose to begin the name 
of his new biotechnology 
company with the letter Q to 
avoid trade-mark problems but 
also to ensure people remem- 
bered it. 

Fourteen years later, obscurity 
Is no longer a worry for Qiagen. 
which has become Germany's 
leading biotech company. Now. 
the country's business leaders 
and politicians hope its conspicu- 
ous success will become a role 
model for more young German 
entrepreneurs. 

There are several elements of 
its story they would like young 
companies to copy. From a stand- 
ing start, Qiagen triumphed in a 
young and dynamic industry. 

The company, which produces 
sophisticated equipment used by 
other biotech research companies 
in the extraction of DNA - but 
no drugs of its own - aggres- 
sively sought new capital in Ger- 
many and abroad. 

Based In a sprawling business 
park on the outskirts of DQssel- 
dort it was a start-up that trans- 
formed an academic idea, devel- 



Peer Schatz: financial officer says 
venture capital was scarce 


oped from Mr Colpan 's PhD the- 
sis at university in Darmstadt, 
into an international success. 

"At the start we saw technolog- 
ical change can create business 
opportunities. ” says Mr Colpan. 

The importance of Qiagen's 
story is that only 15 or 20 years 
ago its achievements would have 
been dose to Impossible In Ger- 
many. Given the nation's deep 
concern for the environment, bio- 
technology was frowned upon. 

In a country where risk-taking 
is stm considered strange, start- 
ups were not respected. And 
most importantly, finance was 
almost out of reach for most 
small companies. 

Qiagen's rise is a sign that Ger- 
many is changing. Biotech is 
more accepted now, partly 
because of its successes in coun- 
tries such as the DS. 

It is also accepted because the 
painful demise of Germany's tra- 
ditional industries and the jobs 
that went with them have made 
government and the public aware 
of the urgency of encouraging 
new industries. 

Another difference is that there 
is a greater respect for entrepre- 
neurs. The typical role model is 
no longer a career manager in a 
huge industrial conglomerate. 
Instead, young people are seeking 
to emulate risk-takers who strike 
out on their own. 

But the most significant 
change is that new sources of 
finance have become available. 
Qiagen's growth was nourished 
first by venture capital, which is 
still unusual for Germany, and 
then by an initial public offering 
on a foreign stock exchange - 
Nasdaq in the US. 

Finally, there was a second 
share listing on the Neuer Markt. 
Germany’s new stock market for 
high-tech companies. 

Venture capital is still a young 
and undeveloped industry in Ger- 
many, but it is growing fast The 
potential of young companies 
such as Qiagen is attracting for- 
eign venture capital finance as 
well as encouraging home-grown 
start-up venture capital compa- 
nies - again typically around 
Munich Germany now vies with 


France as the second-biggest 
European market behind Britain. 
Whereas in the early 1980s small 
companies struggled to find 
finance, a company with a good 
idea and a solid business plan is 
now bombarded with capital 

Qiagen turned to three lenders: 
TVM. a Munich-based fund: 
Moshe Lafl, the US private inves- 
tor specialising in biotech, and a 
venture capital fund set up by 
the publicly owned DQsseldorf 
savings bank. Says Mr Colpan: 
“These three investors were tre- 
mendously supportive. A com- 
pany like Qiagen cannot succeed 
without venture capital." 

In the hunt for extra funding, 
Qiagen brought in two more pri- 
vate investors in 1988: Euro ven- 
ture. a Benelux fund, and Elf 
Acquitaine, the French oil group. 

*We are delivering 
the picks and 
shovels of the 
biotechnology gold 
rush’ 


This took total private equity 
invested m the company to 39m. 
According to Peer Schatz. Qia- 
gen's financial officer, this was a 
small sum for a company that 
bad revenues of S50m. illustra- 
ting, he says, how scarce venture 
capital was. 

But by the mid-1990s, venture 
capital alone was not enough (o 
support Qiagen's rapid growth. It 
decided to go for an initial public 
offering. But Germany’s own 
stock exchange was underdevel- 
oped and unsuitable for a com- 
pany still relatively small. 

Qiagen decided to head for Nas- 
daq. It transformed itself from a 
German into a Dutch company - 
there were several Dutch but no 
German businesses on Nasdaq at 
the time, and It also made it 
easier to introduce a stock option 
scheme. The company also 
adopted US Generally Accepted 
Accounting Practice rules. The 
share offering raised $32m in 
June 1996. 

“No one had done this before in 



Metin Colpan: Qtagen'e success is a 
sign that Germany is c ha nging 

Germany. We were guinea pigs. 
We had to do everything for the 
first time," says Mr Colpan. 

Germany's stock exchange 
authorities have since recognised 
the need to improve home-grown 
stock market finanping for fast, 
growing companies such as Qia- 
gen. 

In March 1997 it created the 
Neuer Markt, Frankfurt’s own 
stock market solely for young, 
high-tech companies. In its first 
18 months, the exchange has 
been a robust success - more 
than 40 companies have listed. 
Qiagen took advantage of the 
innovation in September last 
year. 

"We had a tremendous recep- 
tion from European investors." 
says Mr Colpan. “Most of them 
were able to purchase on Nasdaq, 
but others could not buy stocks 
not listed in Europe or even Ger- 
many. So the Neuer Markt 
increased access." 

Now. far from being worried 
about obscurity, Qiagen's con- 
cern is coping with its rapid 
growth. Analysts expect revenues 
of $l05m this year and profits of 
about $1 3m; by 3000 profits are 
expected to be $23m. 

The company has introduced 
stock options for staff, again 
unusual for Germany, and may 
soon shift some production and 
research and development to the 
US. its biggest market Mr Colpan 
is bullish. 

“We are delivering the picks 
and shovels to the biotechnology 
gold rush," he says. “We now 
have a market capitalisation of 
Slbn. My goal is to become one of 
the leading companies in the bio- 
tech arena." Germany's politi- 
cians will be pleased. 


EUROPE LOBBYING 


Unice seeks quality 
rather than quantity 


Michael Smith looks at changes at the top of 
the European Union's ‘voice of business’ 


a 


Install a new bead at any 
organisation and the 
chances are that reform 
will follow. Put in two top execu- 
tives simultaneously and change 
becomes inevitable. 

And so it is at Unice, the influ- 
ential group representing 
Europe's private sector employ- 
ers where Georges Jacobs and 
Dirk Hudig recently took over as 
president and secretary -general. 

Unice is a cut above the stan- 
dard lobbying group in Brussels. 
For 40 years it has been tbe main 
voice of business in the European 
Union, and in the early 1990s it 
was given a potentially powerful 
policy-making role when EU 
member states agreed "social 
partnership” arrangements under 
which employers and unions 
were invited to negotiate work- 
related agreements that could 
then be turned into law. 

Tbe word at the European 
Commission, the EU's executive, 
is that Unice, Ceep, its public sec- 
tor counterpart, and the Euro- 
pean Trade Union Confederation 
have missed an opportunity. The 
three social partners have negoti- 
ated just two agreements, one 
covering part-time work, the 
other parental leave - both at the 
suggestion of the Commission. 

Mr Jacobs and Mr Hudig could 
hardly agree publicly with the 
Commission's downbeat assess- 
ment of their predecessors' work 
but they acknowledge that Unice 
risks losing authority unless it 
makes more of its soda! partner- 
ship role. That, in turn, may 
require a change in the "consen- 
sual” way Unice makes decisions, 
a tradition that requires virtual 
unanimity for any initiative it 
takes and sometimes thwarts the 
will of the majority. The new 
guard at Unice also wants tbe 
organisation to concentrate its 
energies an fewer issues. 

Just like the European Union 
itself, we want to do less, better." 
says Mr Jacobs. “We need to take 
a few items at a time and do 
them well and we need to be 
more pro-active." 

He and Mr Hudig have targeted 
lobbying for simplification and 
har m o n isation of EU law, partic- 
ularly for some taxes, among 


their immediate priorities. 

Tbe two men can draw on wide 
experience to fulfil their lobbying 
and negotiating roles: Mr Jacobs, 
a Belgian, is a former president 
of bis country’s business federa- 
tion, while Mr Hudig. born in the 
Netherlands but brought up in 
South Africa, spent li years as 
bead of ICI’s relations with EU 
governments until he assumed 
his full-time Unice job in May. 

Born within three years of each 
other, Mr Jacobs in 1940 and Mr 
Hudig in 1943, the two men have 
each spent most of their careers 
with one company. Mr Jacobs 
joined the UCB Belgian pharma- 
ceuticals group in 1970, holding 
jobs including treasurer and 
management controller before 11 


Simplification and 
harmonisation of EU 
law are among the 
priorities 
for Unice 


years ago assuming the presi- 
dency. which he still holds along- 
side his part-time Unice role. Mr 
Hudig was with IC1 for 28 years, 
and between 1987 and this May 
coupled his EU relations role 
with that of national manager of 
Id's Belgian operation. 

The first contentious issue to 
face the two men has been the 
question of how Unice should 
approach the Commission's invi- 
tation to negotiate a deal with 
unions on employee consultation. 
Last spring Unice rejected the 
invitation and. as a result. Pad- 
raig Flynn. EU employment com- 
missioner. is threatening autumn 
legislation forcing employers to 
consult workers. 

Leaks from the Commission 
suggest that companies with as 
few as 20 employees could face 
penalties if they foil to consult 
workers on issues such as redun- 
dancies. sales and subsidiary dis- 
posals, and. in some cases, deci- 
sions could be reversed. 

Not surprisingly some employ- 


ers have taken fright, arguing 
tbey would be better off going 
into negotiations they can Influ- 
ence rather than being forced to 
accept a diktat from above. Mr 
Jacohs and Air Hudig have called 
for a special council of Unice 
affiliates in mid-Octohcr to con- 
sider the issue. 

The consultation Issue has also 
prompted - or at least contrib- 
uted to - a rethink on Unice’s 
long-term "social partnership” 
role and on Lhe way it in-ihes 
decisions. 

Since the EU gave the employ- 
ers and unions tbeir enhanced 
role at the 1991 Maastricht treaty, 
the social partners have been at 
tbeir most active when threat- 
ened by Commission legislation. 
Mr Hudig points out the Maas- 
tricht treaty said tbe Commis- 
sion's role was to encourage 
rather than direct the social part- 
ners. but he believes Unice needs 
to review its role. 

"it is rather unhelpful just to 
say no." he says. "Usually you 
need a better idea. And we need 
alternatives for dealing with the 
big socio-economic issues." 

Mr Jacobs says: “We at Unice 
need to initiate ideas, and we 
need to get together with the 
unions to develop a list of issues 
of common interests. The politi- 
cians are less close to the people 
than wc are. and the less they 
interfere the better. If we have 
common ground with the unions 
it would be less easy for them to 
intervene." 

Air Jacobs is equally clear on 
the need for changing (Jnice's 
decision-making process. 

"The consensus approach has 
worked well for us on most 
issues but it has its limits." he 
says. "My aim is to come up with 
a system that respects consensus 
as much as possible but I do not 
want to say no on an issue when 
a large majority is in favour." 

The debate on decision-making, 
they stress, is for the future, long 
after October’s council on worker 
consultation. 

None of the new Unice leader- 
ship's reform agenda will be 
achieved easily but they are ada- 
mant about the need for it. 
“Change is essential for any 
organisation that wants to sur- 
vive. and we are no different," 
says Mr Jacobs. 
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■ The euro is on its way. Now that the it offers local expertise in a global con- 

member states of the European Monetary text ■ Here too, DG BANK operates by 

Union (EMU) have been determined and a principle that makes every customer 

the European Central Bank a partner in a singular way. 

is established in Frankfurt, We call it the WIR PRINZIP, 

Germany's prominence as to which DG BANK and Hs 

a global financial center is staff are wholeheartedly corn- 

destined to further increase. mitted. It is rooted in the das- 
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Fight jargon and win £500 


if you hate gobbtedegook and want to tefter the cause of pfem&iglfch, 
enter a competition bang nm, fur (he second year, by the Financial Times 
and the Management Consultancies Association. 





PEOPLE ON TO MOVE 


tubbisti filling your fri-lray Md a £500 prize. 


the annoying 


contorted prose from letters, reports, props 
material, books and so on. pubfefied overi 
Entries cat be the work of any business or 

• Management consultants 


promotional 


Gurvey made 
president of 
Fidelity 
Investments 


Gamble moves to 
Chatham House 


ionai advisers, including: 


• Accountants 


To enter the competition, simply fifl in the form Oetow (photocopies 
accepted) enclosing an example of the worst gobbtedegook written or 
published since September 1 1997. No individual may submit more than 
one entiy. Examples must be in English and should be no longer than 300 
words. 


Entries mi&tbe received by October 161998. Tha top three entries 
wmeacb receive a cash prize of £500 and a coBecttonofftebest 


Financial Times/Management Consultancies Association 

Business Jargon Competition 

5 Entry form 

\ Entries must be recenred by Friday October 16 1998 


The competition administrator 
The H7MCA Business Jargon Competition 
11 West HaMi Street 
London SW1X8JL 


Name of sender 


Address •V*'™? ’sis- ? :■ . 

f - - 

.«■ •• ■ . t: v : • 

Postcode : i- » 


Telephone 


I attach (please staple) my example lor the above competition which was 
produced by 

(Insert name of indtvMual/flrm/oidrtteation) . 


-1- V .• •• 




On (enter data) •; i-: •***; 


Important 


You must give your name on this form, 
but if you do not wish your name to be 
associated publicly with this submission, 
please tick this box 


Boston-based Fidelity 
Investments, the world's largest 
fund manager with $691 bn under 
management has been 
reshuffling its management cards 
again, with a promotion for Jim 
Curvey to the rank of president 
Curvey, 63, is one of the few 
people to have risen through the 
ranks at Fidelity without direct 
experience of managing fund 
portfolios. 

The increasing role he is being 
given by Ned Johnson, the 
company’s chairman, 
demonstrates Fidelity’s 
determination to become a broad 
based financial services group, 
rather than merely a mutual fund 
manager. 

Curvey took on the newly 
created post of chief operating 
officer in April last year as part of 
a drastic reshuffling. 

The company had had a 
difficult time in 1996, when it was 
plagued by poor investment 
performance and staff defections. 

Since then, Investment 
performance has improved 
strongly, with some of the better 
known funds beating US market 
indices. 

The company’s marketing 
continues to improve, particularly 
in its use of the internet, which 
now accounts for 60 per cent of 
all its trades. It has also launched 
a big new advertising campaign, 
despite the sharp downturn in 
the US stock market 
Customer service, rather than 
Fidelity's traditional concentration 
on investment performance and 
virtually nothing else, will be the 
focus of his new job. 

Johnson said he would be 
focusing all the management 
team on serving customers, and 
also ensuring that Fidelity's 
different distribution channels 
ware In line with clients' needs. 

Curve/s work experience 
before Fidelity was in 
government, and in banking with 
Chase Manhattan. 

Within the company, he had 
been president of Fidelity Capital, 
the company's venture capital 
arm, with interests In the UK as 
well as the US. 

John Authers, 

New York 


Chris Gamble, currently director 
of the British Council in France, 
has been appointed director of 
the Royal Institute of International 
Affairs (Chatham House), in 
London. 

Gamble, 48, who briefly 
worked for J. Sains bury, the 
British supermarket group at the 
start of her working Gfe. has 
extensive international 
experience. 

She has worked for the British 
Council since 1978 with postings 


i after more than 25 ywre of 
j Israefi business experience. In 
t sectors ranging from agriculture 
to retafling. Most recently, he 
was chief executive of Mashav. 
j an energy arxl buricSng materials 
! subscfery controlled by Kocr 
[ Industries and Ctt Israel, the 
county's two biggest hofcSng 
companies. 

After taking up his poaftfon at 
Israel Chemicals on November 1, 
Rosen wifl report to Erwin 
Bsenberg, son of the late 
bflftonaire Shaul Bsenberg, who 
today controls the Israel 
Corporation. 

Avi MachUs, Jerusalem 


Rose flies 
Rover’s flag 


Moving 

places 


' yil • 


a ' 



France Telecom 


hires Vmciguerra 


Gamble: leaving the British Council 


Jn France, Moscow; New Delhi, 
Harare and Aihens-ln addition to 
periods spent In London involved 
with corporate planning and 
project development She 
succeeds Sir Timothy Garden 
who left the institute prematurely 
hi July. 

Chatham House, which was 
set up in 1920 in the aftermath of 
the first world war, is Britain's 
venerable foreign policy 
think-tank and is comparable to 
the US Council on Foreign 
Relations. 

Lisa Wood 


Rosen to head 
Israel Chemicals 


The Israel Corporation, one of 
Israel's biggest holding 
companies, has appointed 
Yoseph Rosen, 59, chairman 
and chief executive of group 
subsidiary Israel Chemicals. 

iraqi-bom Rosen takes the 
helm of Israel's biggest. 


France Telecom, the 
state-controlled 

telecommunications group, has 
intensified its drive to 
"corporatise'' by creating a 
finance and human resources 
division aid instaffing a new 
executive recast to head it 
Jean-Louis Vinciguerra, 54, 
will be senior executive 
vice-president of the division, 
which will pun together the 
activities of the human resources 
and financial and legal 
departments. 

Vinciguerra comes from Credit 
Agricole Indosuez. where he 
spent a year in Singapore 
co-ordinating the French banking 
group’s commercial and 
investment activities in the 
Asia-Pacific region. 

Before that he was chief 
executive of BZW, the 
investment banking subsidiary of 
Barclays of the UK. 

Vinciguerra is a graduate of the 
institut d'Etudes Politiques de 
Paris and holds a Ph-D from the 
Harvard Business School in the 
US. 

He began his business career 
in 1971 at French aluminium and 
packaging group Pechiney, 
where he worked through a 
series of executive roles before 
becoming chief executive of the 
packaging division, based in the 
US. 

His appointment to France 
Telecom comes amid 
preparations for the state’s 
second-stage privatisation of the 
organisation, expected later this 
year, and likely to raise about 
FFr40bn (S6.6bn). 

Mark MuWgan, Paris 


Walter Hasselkus, chairman of 

! Rover Group and member of its 
I parent BMW Board, las finally 
conceded that not even BMW's 
or Rover's fastest cars can get 
him to two places at once. 

In consequence, as of October 
1, Rover will have a deputy 
chairman whose main role wilt be 
to represent Rover in the UK - m 
relations with government, Daison 
with the Confederation of British 
Industry and so on - something 
which Hasselkus has been hard 
pressed to achieve while being 
called so frequently to Munich. 

The role win be filled by Tony 
Rose, a 35-year veteran of Rover 
through most of its state, and 
privately owned manifestations, 
and who since 1991 has been 
finance and strategy director. 

Rose, 58, is an accountant 
already weil known in both 
government and financial circles 
outside of Rover's Birmingham 
heartland in England. Chairman 
of the West Midlands 
competitiveness forum and a 
member of the Department of 
Trade and Industry's economy 
monitoring panel, he is also a 
non-executive director of Midland 
Bank. 

“Rover Group has a centra] 
industrial and business role in the 
UK and I'm delighted to accept 
the role of fostering awareness of ; 
its importance," he said. 

There will be no attempt to ran 
the deputy chairman's and 
finance and strategy director’s 
roles in tandem. Rose is to hand 
the latter functions over to 
Christian John von Fnayend, 
four years his junior and currently 
employed as BMW's company 
controller at Munich. During his 
18 years with BMW, van Freyend 
has occupied a number of other 
roles, including logistics and 
materials planning. 

His move to Rover means that, 
apart from Rose, there are now 
only two directors on Rover's 
eight-man board who pre-date 
BMW's 1994 takeover. Yet BMW 
can hardly be accused of 
“German isatiorf of the Rover 
board. Excluding Hasselkus - a 
firm Anglophile who lived in the 
UK for years when chairman of 
BMW's UK sales operations - 
von Freyend will be the only 
“non-Brit" on the board. 

John Griffiths, London 


A Je«n*Frango)s Rls c h wd has 
taken up hw post this week as 
the World Bank's first 
vice-president for Europe. 
Rlscfterd. 49. was prevfogsty 
responsible for Work! Bank 
activities related to the 
development of (he private and 
financial sectors in developfog 
countries. A Luxembourg 
national, he joined the World 
Bank in 1975. 

# GUueeppe van cfer Helm has 
been named president and 
managing director of VaJvoHne 
Europe. Van der Helm joins from 
Sigma Coatings. 

A Francis Hang has been 
appointed group treasurer of 
Jardine Matheson to succeed 
Nicholas Sannow-Smrth who has 
been appointed finance director 
of Hongkong Land Hertg joined 
Hongkong Land in 1997 as group 
treasurer. 

A Lutgart Van den Berghe, 
professor at the Erasmus 
University of Rotterdam in the 
Netherlands, and partner and 
associate dean, external affairs, 

( of the Vlerick School of 
Management at the University of 
Ghent. Belgium, has been 
elected to the board of directors 
of the International insurance 
Society, a non-profit organisation 
of 1.200 senior executives and 
academics in the field of 
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insurance. 

A Standard & Poor's Micropal. 
the mutual fund information 
vendor, has appointed Stephen 
Yao managing director for Asia, 
based in Hong Kong. Yao was a 
senior executive of Dow Jones 
Markets, looking alter Its 
north-east Asia operation. 

A SLC Asset Management has 
appointed Helen Ford head of 
US equities. She joins from the 
Universities Superannuation 
Scheme, where she was 
American equities manager, with 
responsibility for the US and 
Latin American equities 
funds. 

A Bo Eklof, 53. has been 
appointed managing director of 
Swedish-owned telecoms 
operator Telia UK. He joins from 
Telia Systems in Sweden, where 
he was also managing director. 
EkJof succeeds John Geary, who 
has taken up a position with 
the parent company, 

Telia AB. 
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‘Whilst working at Iveco, 
’ve learnt something. 
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we don’t just make trucks, 


vans and all the rest. We 
work for customers. 

Here, they call it "Customer 
Satisfaction". What that really 
means is that if our 
customers have problems, 
anywhere in the world, we 
do our utmost to solve 
them. To me that’s equally 
as important as making 
trucks, vans and 
all the' rest," 
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THE ARTS 


CINEMA VENICE FILM FESTIVAL 

Fingers crossed 
for a vintage year 

Nigel Andrews reports on the fight for the Golden Lion 



Grizzled grace: Kris Kristofferson as the father in James Ivory's ‘A Soldier's Daughter Never Cries’ 


On the Lido di Venezia the whole 
movie-going map changes annu- 
ally. We critics no sooner get 
used to one viewing space than 
we are hurled bodily into 
another. In 1998 it is a giant met- 
al-sided tent about a mile from 
the main festival Dim rumours 
of Steven Spielberg. Tom Hanks 
or Jim Carrey being firestormed 
by flashbulbs at the true centre, 
the Palazzo del Cinema, filter 
through to os celebrity-deprived 
square-eyes, exiled in the outer 
Lido to watch the latest from 
Outer Mongolia. 

Is there an ingenious plan 
here? Is the displacement meant 
to tenderise us for the shock of 
the new? Certainly there is a 
Dee-form breeziness about the 
most popular movies so Ear. from 
Peter MuHan’s Orphans to Fran- 
cesca Archibugi's The Pear Tree, 
via Don Roos’s The Opposite Of 
Sex and even James Ivory's A 
Soldier’s Daughter Never Cries. 

Orphans is a Scottish comedy 
about loss and death. Bleakly 
funny and grimly inventive, it 
roams over Glasgow following 
the misadventures of three 
brothers and a wheelchaired sis- 
ter whose mother has died and 


who separately meet every 
fimeral-eve mishap that fate can 
throw at them. One brother is 
non-fatally stabbed; another 
attempts a murder; the third is 
nearly maimed in church by a 
failing warinnna Meanwhile, the 
sister is adopted by a group of 
semi-deranged schoolchildren. 

You believe every moment, 
even as chaos spirals. Debut writ- 
er-director Peter Mullan no doubt 
picked up neo-realist hints from 
playing the hero in Ken Loach's 
recent My Name Is Joe. He drives 
his story through switchbacking 
emotions, secure in the consis- 
tency of his characters and the 
forlornly vivid power of his set- 
tings. Even a special-effects mira- 
cle - a storm literally raising the 
roof of the church - is easily 
assimilated in a story about the 
marvellous weirdness of the 
everyday. 

An even better black comedy 
was America's The Opposite Of 
Sex. Joe Orton himself could not 
have improved on the Walpvrgis- 
nacht plot which includes rob- 
bery. murder, sexual molestation 
and gay romance, and doesn't 
concern itself overmuch with 
which of these is politically okay. 


In this wittily edited movie, shot 
like a Day-Glo film rtoir. Christ- 
ina Ricci (one-time Addams Fam- 
ily brat) is tbe blonde teenager 
rasping out the headlong, cynical 
voiceover - “There’s other people 
a lot nicer than me coming up; 
we call them losers" - while Lisa 
Kudrow of TV’s Friends steals 
every available scene as a shock- 
able but tartly funny best friend. 

Shock isn't everything, even in 
a festival with shock-therapy 
sequestration for critics. The firm 
of Merchant-Ivory gave us a 
sprawling, likable adaptation of 
Kaylie Jones's autobiographical 
novel about life with Dad. He is/ 
was novelist James Jones, played 


tofferson. The title heroine (Lee- 
lee Sofaieskl) of A Soldier's 
Daughter Never Cries does cry, 
quite a lot, since the story is 
about the place of emotion in dis- 
placed lives. 

Raised in Paris, she is whisked 
away to America in her late teens 
by a father fearing incipient 
Euro-brattishness - but not 
before she has platonically 
befriended a skittishly androgyne 
opera-lover (brilliantly played by 
Anthony Roth Costanza) and 


bonded with a French foster 
brother, while putting the right 
space between herself and ebul- 


flaccid final act But like Mr And 
Mrs Bridge, it shows that director 
James Ivory can deliver finely 
carved emotions even when not 
working on the sculptor-friendly 
soapstone of Forster or James. 

Italy’s The Pear Tree is 
directed to richly elliptical effect, 
like an inspired pop promo. It 
gives us more case-study kids: a 
boy and his littl e half-sister who 
share a drug-prone mother (Val- 


eria Golincn, mown down by a 
truck late on. But they are 
already, in a sense, parentless. 
Ma is largely AWOL; the fathers 
pay shuttle visits; the boy l Sergio 
Rubini) takes C3re of the girl 
after she pricks herself - moment 
of horror - with an infected 
hypodermic. His resourceful 
attempt to push her through 
unauthorised medical tests, by 
bamboozling doctors and hospi- 
tals. offers a funny, touching 
comment on the implacability of 
nanny states. 

Less persuasive among early 
Golden Lion contenders were 
John Dahl's Rounders, the Tavi- 


ani brothers' Tu Ridi (You 
Laugh) and Yves Angelo's Voleur 
De Vic. The French film is a 
portentous mood-piece with 
Erarnanuelle Buarl and Sandrine 
Bonnaire as Bergmanish sisters 
in a cliffside mansion. The Tav- 
ianis* new feature ransacks Pir- 
andello stories to less effect than 
in their earlier Chaos. And you 
have to be a poker expert to 
appreciate Rounders: two hours 
of Matt Damon glowering at 
cards while John Maikovicb 
Hexes an eccentric Russian 
accent opposite him. 

Worse still was Britain's Hilary 
And Jackie, an affront to the 


memory of Jaqueline Du Pre 
based on the earlier book-length 
affront by her sister and brother. 
Emily Watson plays the cellist 
like an escapee from Ken Rus- 
sell's The Devils, barmy from 
birth and behaving like an emo- 
tional wheelchair case even 
before she succumbs to multiple 
sclerosis. The audience would 
like to care. But it is nearly 
drowning In the Elgar Cello Con- 
certo when not trying to swim 
against the film's tide of maudlin 
hyperbole. 

Hard to believe that this film's 
director, Anand Tucker, inhabits 
the same globe as the director of 
the best film so far. in Conte 
d'Automne, latest and lost of his 
"tales of the seasons", Eric Roh- 
mer does nothing but watch 
people talk for two hours. Or 
seems to do nothing. Actually, he 
creates a whole social and visual 
world for his two heroines, the 
lonely hearted, vineyard-owning 
Beatrice Romand (grown-up waif 
Grom Claires Knee) and her stork- 
limbed, caring, matchmaking 
friend H&l&ne Marie Rlvttre. 

Sunbaked southern villas, chat- 
tering rural intelligentsia, victim- 
males comically steered towards 
wilful women: these are the 
ingredients for a twining, aro- 
matic comedy of errors good 
enough to drink, like fine Bur- 
gundy. and subtle enough to last. 

Fingers are crossed that, after 
a heady start, this Mostra del 
Cinema can do Lhe same. Still to 
be uncorked, in what promises to 
be a rich year, are films from 
Woody Allen, Emir Kusturica, 
G ianni Amelia. Peter Weir. War- 
ren Beatty and Shekhar Bandit 
Queen Kapur. 


with grizzled grace by Kris Kris- ~ Bent, bibulous Ma (Barbara Her- 

shey in a Nefertiti hairstyle). 

The film is a touch long, with a 
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Venice hosts gifts 
to strange gods 


William Packer unravels 
the mysteries of the 
Mayan civilisation 

The "Chac Moor, leaning back 
awkwardly on its elbows, sits on 
the steps of the Palazzo Grassi. 
looking out across waters of the 
Grand Canal. It is at once a splen- 
did and curious place to put this 
Mayan figure - and wonderfully 
appropriate in its inappropriate- 
ness, for tbe Venetians were never 
loath to show off the spoils of cul- 
tures remote from their own. The 
formal setting of this magnificently 
alien piece, poised between late-Ba- 
roque facade and the turn of tbe 
canal, could hardly be bettered. 

Found at Chlcben Itza, the figure 
is of a familiar Mayan type from 
what is known as the early post- 
classic period, around 1000 AD. Of 
ambiguously sacrificial purpose, it 
represents an intermediary of the 
gods, knees raised, hands laid 
across its belly in expectation of 
whatever placatory offerings might 
be its due. head turned to outface 
us with an implacable stare. It is 
the perfect lure and portent to 
what is to be found inside. 

The Maya is the latest in the 
occasional series of exhibitions at 
the Palazzo Grassi on ancient civil- 
isations. Now, after the Phoeni- 
cians, tbe Celts and the Greeks, it 
looks for the first time beyond 
Europe, and across the Atlantic to 
one of the greatest of the cultures 
of the pre-Columbian Americas. 

The territory of the Maya 
extended from the Yucatan penin- 
sula in south-eastern Mexico, 
through what are now Belize and 
Guatemala and into Honduras and 
El Salvador. The earliest evidence 
of settlement dates from the end of 
the last ice age. but identification 
with the Maya begins around 1800 
BC, after which their history is 
continuous, if obscure, through to 
the time of the Spanish Conquest. 
Their great days began around 100 
AD, with the Proto-Classic period, 
but it was during the Late Classic 


period, after 600 AD. when their art 
and architecture was at its most 
developed, with such cities as Pal- 
enque, Hkal and Copan. 

Already in their Late Post-Clas- 
sic decadence by the time of the 
arrival of the Spanish conquista- 
dores in the 1520s, it nevertheless 
took the better part of the 16th 
century for the Maya to be com- 
prehensively reduced across their 
wide territories. But the early 
Spanish conquerors never fully 
penetrated their mysteries of cul- 
ture. language and religion, and 
their own higher religious zealotry 
saw to it that much of what they 
discovered was conscientiously 
suppressed. The Maya thus 
remained largely a forgotten and 
mysterious people until compara- 
tively recently and, as the compil- 
ers of the catalogue are at pains to 
point out interpretation of even 
the most fundamental questions is 
still a matter of argument 

It Is the achievement of this 
remarkable exhibition to bring so 
much of this history to life, readily 
accessible and with wonderfully 
rich and beautiful sculpture, orna- 
ment and ceramic. If it does not 
break new ground, it clears what 
ground there is and. at some 600 
items from museums around the 
world, it brings together not just 
the largest but the best selection of 
Mayan material there has yet been. 

It is. in all. a revelation. For 
while the first Europeans to come 
across the remnants of what was 
clearly, an ancient civilisation 
could only explain its evident 
sophistication by a putative but 
inexplicable connection with thair 
own beginnings, it soon became 
clear that here was a culture of 
entirely independent origins. And 
it has been this complete strange- 
ness that has continued to fasci- 
nate us, with its stories erf a ritual- 
istic. priest-led society worshipping 
the gods of nature and the stars, 
capable both of the finest calcula- 
tions and, in the refinements of 
human sacrifice, the utmost cru- 
elty. Here were a people who built 



Barbaric and beautiful: a Mayan mask made of Jedwte and shell from the Classic Period 


magnificent cities and made great gods ever-present and part of daily 
works of art, were first to embrace life, it is the vigour and immediacy 
the concept of zero, could calculate of that daily life that comes to us 
the eclipses of sun and moon, and through the physical presence of 
whose games, in which the ball an these things - in the constant, 
kept constantly in motion repre- direct reference to animal and veg- 
sented tbe movement of the sun. stable kingdoms; in the realism of 
ended in decapitation. . grave-goods, tiny terracotta, court- 

The ritual is inescapable, and tbe iers and attendants, prancing aero- 
barbarity of torture and sacrifice to bats, dancers, ball-players; in tbe 
sweet music and sweeter smells - ceramic pots and jars, plain or 
for how can one feed the gods but painted, yet of such direct and 
through the senses? But with those practical simplicity: in tbe larger 


terracotta urn-figures in the form 
of gods and monsters, yet modelled 
with such gusto; in tbe plaster 
head of a young man, with his forc- 
ibly depressed forehead after the 
Mayan custom, and his splendid 
sprouting head-dress. These were 
strange people, with strange cus- 
toms, but life went on. 

The Maya: Palazzo Grassi, Venice, until 
May 16: sponsored by Flat, and New 
Holland de M&rico. 


Drowned water 
nymph survives 


OPERA 
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Rusalka 

Engfish National Opera 


With no staged 
performances by the Royal 
Opera until December, 
English National Opera has 
a captive audience for three 
clear months. Hopefully that 
will mean full houses for 
Dvorak's much-loved Rus- 
alka, which opened the sea- 
son on Saturday. 

This production, which 
dates back to 1983. is one of 
ENO’s great achievements. 
It took a classic fairytale and 
submitted it to the full 
Freudian treatment, turning 
DvoF&k's water nymph into 
an adolescent girl yearning 
to escape the shackles of her 
Victorian childhood. After 15 
years it might be good to see 
a traditional production for a 
change, but David Pount- 
ney's re-telling of the story 
is so perceptive in every 
detail that it rewards a 
return visit 

Unfortunately, not all is 
well with this revival. 
Although the two lead sing- 
ers are vocally as strong as 
any have been and there are 
some welcome newcomers, 
the performance is less capti- 
vating than it should be. 

Tbe big problem is Rich- 
ard Hickox's wildly over- 
heated conducting. While it 
is reasonable to look for 
liDks with Wagner in this 
opera, Hickox thundered 
through the first act as if 
every climax were a sum- 
mons to a posse of Valkyries 
waiting in the wings. By the 
time the interval arrived he 
bad already let rip so many 
triple fortissimos there was 
nowhere for the rest of the 
performance to go. 

Given the volume being 


pumped out of the orchestra 
pit, it was fortunate that 
Janice Cairns had the lung 
power to make herself beard 
in the dramatic role of the 
Foreign Princess. Enjoying 
an easier life in the playful 
scenes of the Gamekeeper 
and Kitchen Boy, Dominic 
Natoli and Nerys Jones have 
put themselves well in line 
for the ENO "clarity of dic- 
tion 1996" award. John Con- 
nell lost his way as the 
Water Spirit, but Catherine 
Savory was on target as the 
deadpan Jezibaba. 

The two lead roles were 
taken - yet again - by 
American singers. As the 
Prince, Robert Brubaker 
sang strongly, although his 
voice is not ideally free at 
the top. Following her com- 
mendable Violetta last sea- 
son, Susan Patterson was 
just as assured as Rusalka, 
sin gin g with a certainty of 
tone throughout her range 
that suggests she could fol- 
low in the line of interna- 
tional American sopranos 
such as Carol Vaness and 
Cheryl Studer, but neither in 
her singing nor her general 
deportment is she quite the 
fragile young thing that Dvo- 
rak must have imagined for 
his other-worldly heroine. 

For next time I dream of a 
more idiomatic conductor 
and a cast with a touch of 
fairytale enchantment - bow 
about bringing back Macker- 
ras, former ENO music 
director and Czech opera 
expert, and pairing him with 
Joan Rodgers as Rusalka? 
But the important point is 
that there must be a next 
time. This is a production 
that is too good to lose. 

Richard Fairman 


Tin Coliseum, London WC2 until 
September 24 


INTERNATIONAL 


The Forbidden City 

www.lurandot-on-sitB.com 
Turandot by Puccini. Conducted 
by Zubin Mehta in a staging by 
Zhang Yimou. With the Maggio 
Muffles fe Fiorerttino: Seo 8. 9. 10. 
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Guide 


AMSTERDAM 

CONCERT 
Concertgebouw 
Tel: 31-20-675 4411 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Adams, 
Mahler and Stodius; Sep 8 

OPERA 

Netherlands Opera, Heft 
Muzfektheater 
Tel: 31-20-551 8911 
GCtterdammerung: by Wagner. 
New staging by Pierre Audi, 
conducted by Hartmut 
Haenchen. Cast includes Heinz 
Kruse, Jeannine AJtmeyer and 
Henk Smit; Sep8, 12 


BADEN-BADEN 

CONCERTS 

FestspreOiaus 

Chicago Symphony Orchestra: 
conducted by Daniel Barenboim 
in works by Schoenberg and 
Mahler; Sep 9 


11. 12. 13 


BIRMINGHAM 

CONCERT 
Symphony HaO 

Teh 44-121-212 3333 
Czech Philharmonic: in a 
programme of works by Jandcek, 
Beethoven and Dvorak; Sep 9 


BRUSSELS 

CONCERT 

Palais des Beaux Arts 
Chicago Symphony Orchestra: 
conducted by Daniel Barenboim 
in works by Wagner. Schoenberg 
and Tchaikovsky; Sep 8 


COLOGNE 

CONCERT 

PhiBtarmonie 

Los Angeles Philharmonic: 

conducted by Esa-Pekka 

Salonen in works by Sibelius, 

Salonen and Stravinsky: Sep 10 


DUSSELDORF 

CONCERT 

Torrfiafle 

Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Sibefius and Stravinsky; Sep 9 


BEIJING JFORT WORTH 

OPERA EXHIBITION 


Kimball Art Museum 
Teh 1-B17-3328451 
www.khrtbe0artorg 
Modernism - The Art of Design 
1880-1940: wi deranging display .. 
of works from the Norwest 
collection. Ranges from the 
British Arts and Crafts movement 
through the Bauhaus and Art 
Deco to the 1920s and 1930s; to 
Sep 13 


FRANKFURT 

CONCERTS 

Alta Oper 

Teh 49-69-134 0400 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Salonen and 
Bruckner; Sep 12 

• Radio Symphony Orchestra 
Frankfurt conducted by Leonard 
Slatkm In works by Enescu, 
Barber and Schumann. With 
soprano Linda Hohenfeld; Sep 
10. 11 

OPERA 
Oper Frankfurt 
Tel: 49-69-21237 999 

www.frankfurt-txjsiness.de/oper 

• La Perichole: by Offenbach. 
Conducted by Catherine 
Ruckwardt in a staging by Peter 
Eschberg, with designs by Peter 
Pabst; Sep 12 

• La Trawata: by Verdi. Staged 
byAxelGortL-Sepli, 13 


LONDON 

CONCERTS 


in works by Stravinsky, 
Szymanowski, Debussy and 
Hoist With the BBC National 
Chorus of Wales and soprano 
.Vakfine Anderson; Sep 10 

• Bournemouth Symphony 
Orchestra: conducted by Yakov 
Kreizberg in works by Glinka, 
Rachmaninov and Schmidt. With 
piano soloist Arkady Volodos; 
Sep 9 

• Chamber Orchestra of 
Europe: conducted by Nikolaus 
Harnoncourt in Beethoven's 
Missa Solemn®. With the Arnold 
Schoenberg Choir; Sep 11 

• Czech Philharmonic 
conducted by Libor PeSek in 
works by Dvofik, Szymanowski 
and Brahms. With violin soloist 
Raphael Oleg,’ Sep 8 

• The Last Night of the Proms: 
Andrew Davis conducts the BBC 
Symphony Orchestra, Chorus 
and'Singers in a programme 
Including the European premiere 
of Hugh Wood’s Variations for 
Orchestra, works by Gershwin. 
Thomas Arifes and Pany. With 
baritone Thomas Hampson and 
piano soloist Jean-YVes 
Thibaudet; Sep 12 

EXHIBITION 
British Museum 

Teh 44-171-636 7555 
Persian and .Indian Manuscripts 
and Paintings: the Royal Asiatic 
Society celebrates Its 175th 
anniversary with an exhibition of 
objects rarely seen by the public; 
to Sep 13 


BBC Proms, Royal Albert HaS 

Tel: 44-171-589 8212 
• BBC National Orchestra of 
Wales: conducted by Mark Elder 


LUCERNE 

CONCERTS 

international Festival of Music 


Tel: 41-41-226 4400 
wvm.LucemeMusic.ch/ 

• Chicago Symphony 
Orchestra: Daniel Barenboim 
conducts works by Strauss. Berg 
and Tchaikovsky; Sep 1 1 

• Chicago Symphony 
Orc h estr a : Daniel Barenboim 
conducts works by Schoenberg, 
Wagner and Beethoven; Sep 12 

• Leipzig Gewandhaus 
Orchestra: in works by Honegger 
and Bruckner. The conductor is 
Herbert Btomstedt Sep 8 


MADRID 
EXHIBITION 
Fundactd la Caixa 
Tel: 34-1-435 4833 
Lucio Fontana (1899-1968): 
retrospective of the Italian 
pioneer of conceptual and 
multimedia art; to Sep 13 


MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel; 49-89-5481 8181 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in works by Wagner 
and Mahler Sep 14 

• Munich PhiRtarmonic 
Orchestra: conducted by Rafael 
Fruhbeck de Burgos in a 
programme intending works by 
Rlmskl/Karsakov and Ravel; Sep 
9, 10. 11 


NEW YORK 

OPERA 

New York City Opera, New 
York State Theater 
Tel: 1-212-8705570 


www.nycopera.com 

• Partenope: by Handel. 
Directed by Francisco Negrin and 
conducted by George Manahan. 
Lisa Saffer sings the title role; 
Sep 11 

• Tosca: by Puccini. A new 
production by Mark Lamos, 
opening the Opera’s 1998-1999 
season. George Manahan 
conducts and the cast Indudes 
Isabelle Kabatu. Anotonlo Nagare 
and Mark Delavan; produced in 
association with Glimmerglass 
Opera; Sep 10, 13 


SAN FRANCISCO 

EXHIBITION 

San Francisco Museum of 
Modem Art 
www.sfmoma.org 
Alexander Calder (1898-1976): 
around 250 works, among them 
some of the best examples of 
Calder’s formally Innovative 
sculpture. Alongside the mobiles 
and stabiles are selected 
paintings, drawings and iewellery, 
the intention being to present the 
breadth of the artist's career on 
the occasion of the centenary of 
his birth; to Dec 1 


TOKYO 

CONCERTS 
Suntory Half 

Tel: 81-3-3584 9999 
m NHK Symphony Orchestra: 
conducted by Chung 
Myung-Whun in works by 
Messiaen, Schechedrin and 
Tchaikovsky. With violin soloist 
Maxim Vengerov; Sep 10 
• Yomiuri Nippon Symphony 
Orchestra: conducted by Gilbert 


Varga in works by Ravel. Bartok 
aid Tchaikovsky; Sep 11 

EXHIBITION 

Metropolitan Museum of 

Photography 

Tel: 81-3-3280 0031 

Eugfene Atget Retrospective: An 

Intimate View of Paris at the Turn 

of the Century; to Nov 4 


WASHINGTON 

CONCERT 
Wolf Trap 

Tel: 1-703-218 6500 
Monsters of Grace: collaboration 
between composer Philip Glass 
and theatre director Robert 
Wilson; Sep 9 


TV AND RADIO 

m WORLD SERVICE 
BBC World Service radio for 
Europe can be received In 
western Europe on medium wave 
648 KHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN fritemafional 
Monday to Friday, GMT: 

0630: Money fine with Lou Dobbs 
1330: Business Asia 

1930: World Business Today 
22.00: World Business Today 
Update 

• Busmess/Merket Reports: 
05.-07; 06:07; 07:07; 0830; 09:20; 
10-30; 11:20; 1132; 1220; 13:20; 
14:20. 

At 08120 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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F our mouths ago 
50,000 people 
formed a human 
chain to urge the 
summit of the Group Of 
Eight leading industrial 
countries to forgive .the 
debts of the world's poorest 
nations. The protest made 
little headway, and since 
then the Russian economy 
has collapsed while Asia’s 
financial crisis has spread.. 
Policymakers might be for- 
given for regarding the 
plight of the poorest as a dis- 
traction. 

In fact, this week, the 
International Monetary 
Fund and the World Bank 
will recommend giving lim- 
ited debt relief to more poor 
countries. They need help. 
Disruptive and painful 
though the consequences of 
recent market turmoil are, 
incomes per head in the 
countries worst affected 
average more than 85,000 a 
year, adjusting for differ- 
ences in prices. In the highly 
indebted poor countries they 
are a fifth of that 
And the global financial 
turmoil wDl make the posi- 
tion of the poorest nations 
even worse. They may be rel- 
atively unscathed by the 
withdrawal of footloose 
Investment capital, having 
received little to begin with. 
But many will be dealt a 
severe blow by foiling com- 
modity prices, which will 
erode export earnings. So too 
will weaker spending in the 
industrialised world. 

It was Callihg commodity 
prices in the late 1970s that 
encouraged many poor coun- 
tries to borrow in the first 
place, compensating for lost 
export earnings. Debt bur- 
dens also rose because of 
bad weather, civil strife, 
weak economic policies and 
poor debt management. 

Lenders encouraged them 
to take loans at commercial 
interest rates over short 
repayment periods. But the 
emerging market debt crisis 
of the early 1980s prompted 
mast commercial banks to 
stop lending, leaving them 
dependent on government 
and multilateral creditors. 

Since the early 1980s net 
Inflows into the 40 nations 
classified as “highly 
indebted poor countries" 
(HIPCs) have averaged 1-8 
per cent of national income a 
year. This increased their 
external debt from $55bn in 
1980 to $206bn in 1996. 
Relative to other develop- 


Finally, relief in sight 

The IMF and the World Bank plan to ease the debt burdens of poor countries 
emerging from conflict, writes. Robert Chote ; 


Debt refief agreed for six countries, but plenty more to con» 
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LETTERS TO THE EDITOR 

Russia offers US a lesson in danger 
of allowing oligarchy To take root 
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ing countries, these nations 
have suffered weak eco- 
nomic growth and export 
performance. Debt relief is 
no panacea, but it can help. 

Many countries are paying 
less to service their debts 
than, they are supposed to. 
This discourages improve- 
ments in economic perfor- 
mance because creditors 
would capture any gains. 
Large debt burdens also cre- 
ate the expectation that 
taxes will have to rise to ser- 
vice them, which deters 
investment inflows and 
encourages capital flight. 
Finally, managing large 
debts imposes a heavy 
bureaucratic workload. 

For the last 10 years the 
international community 
has offered increasingly gen- 
erous debt relief terms to the 
countries worst affected, but 
this has not stopped the bur- 
den rising. In 1996 the World 
Bank and International Mon- 
etary Fund began a new 
approach, aiming to reduce 
the debt burdens of coun- 
tries with good policy perfor- 
mance to sustainable levels 
and offering- thpm a perma- 
nent exit from rescheduling. 

The Bank and Fund assess 
sustainability primarily by 
comparing the net present 
value of a country’s debt 
burden - the one-off sum 
that would be required to 
finance all future repay- 
ments - to its export earn- 
ings. The HIPCs as a group 
have a debt-to-export ratio of 
450 per cent, double what 
seen as sustainable. 


A country is eligible if the 
full application tit traditional 
debt relief terms Is insuffi- 
cient to reduce debts to a 
sustainable level. Over the 
first two years of the initia- 
tive debt relief worth $2£5bn 
has been agreed for six coun- 
tries, although only Uganda 
ha s reached the “completion 
point" when it is delivered. 

The HIPCs were given two 
years to establish conces- 
sional loan programmes 
with, the Bank or Fund if 
they wanted to qualify. The 
two years are now up and 
only 31 have done so. The 
Bank's executive board will 
meet today to discuss 
whether thin “sunset clause" 
should be lifted for another 
two years. The IMF board 
will then meet on Thursday. 

In a confidential paper, the 
fngtitirtfnns recommend lilt- 
ing the sunset clause, which 
would mean that a few other 
countries - Burundi, the 
Democratic Republic of 
Congo, Liberia, Burma, Sao 
Tome and Principe, Somalia 
and Sudan - could benefit. ' 

The boards are likely to 
lift the sunset clause, not 
least because most of these 
countries are emerging from 
war or civil strife. They may 
also shorten slightly the 
track record required. 

"Post-conflict countries 
represent a special chal- 
lenge," the paper says. 
“Their needs are great, 
opportunities for progress 
substantial, but institutional 
s od adminis trative capacity 
is often severely limited”. 


Extending the initiative 
could be expensive. For 
those countries for which 
reliable estimates are possi- 
ble, the paper says it would 
raise the cost by $2.4bn to a 
total of yjt-ghn. Governments 
would have to find $4bn, the 
World Bank $1.7bn, the IMF 
STOQm and other multilateral 
creditors $1.9bn. But buried 
in a footnote, it adds that 
tentative estimates suggest 
$lbn more might be needed 
for Liberia and Somalia, plus 
$4J5bn for Sudan. 

Even the “reliable" esti- 
mates are subject to big mar- 
gins of error. If export 
growth came in two percent- 
age points lower than expec- 
ted - which the Asian crisis 
rna\p fl more likely - this 
would add $lbn to the cost 

Board members .are likely 
to quiz both institutions on 
these costings and especially 
the impact which- slower 
world trade growth might 
have on them. 

Meanwhile the US is expec- 
ted to press the IMF to pro- 
vide more interim assistance 
to countries before they get 
their foil debt relief, so they 
do not lose out if they are 
made to establish a long 
track record of policy 
reform. 

But these technical discus- 
sions fall well short of the 
fundamental reappraisal 
that Jubilee 2000, the cam- 
paign group that organised 
the Birmingham protest, 
would like. It wants com- 
plete debt cancellation. 

The IMF gives Jubilee 2000 
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short Shrift, arguing that its 
Apmandu “are frankly .unre- 
alistic." It warns that the 
proceeds of unconditional 
debt cancellation may be 
squandered on corruption, 
milit ary spending and point- 
lessly grandiose projects. ' 

But there is likely to be 
discussion of ways in whi ch 
the benefits of debt relief can 
be linked more closely to 
poverty alleviation: Oxfam 
International, the develop- 
ment lobby group, proposes 
a "human development win- 
dow", under which countries 
get deeper and quicker relief 
if they earmark the proceeds 
for tackling poverty. 

- The institutions are wary, 
arguing that "a simple 
one-to-one relationship 
between debt-service relief 
and social expenditures can- 
not always be established for 
a number of reasons". 

The tlma profile of debt 
relief may not tally with that 
of desirable social spending, 
cash-flow savings may take 
timp to build up and it may 
be inefficient to expand 
social spending too quickly. 
Rich governments might 
also use debt relief as an 
excuse to cut aid flows. 

This week's discussions of 
the debt initiative may seem 
a distraction from events in 
Asia and Russia. But with 
the IMF and World Bank 
under scrutiny for their role 
in these crises, the success 
of the initiative is all the 
more important * both to 
them and to the poor who 
might benefit . . . 


From Ms Cecelia Dratek. 

Sir, Current Russian. .eco- 
nomic turmoil shows again 
feat “money is power”. The 
oligarchy that controls Rus- 
sian ’business and banks 
uses its power to control the 
government and economy, to 
gryifoh their bottom, line, 
whether or not it is good for 
the country. Russian and 
International Monetary 
Fond treasuries have been : 
disgorged to sustain their, 
empires. 

Former minister Boris 
“Nemtsov is reported ("Rou- 
ble drops on economy fears”, 
August 26) as saying that 
the oligarchs persuaded the 
president to sack Sergei Kiri- 
yenko's government rather 


than enact _ economic 
reforms, i 

The sobering prospect of 
oligarchy Is one hill away 
from becoming reality in the 
US. Congress Is ready to 
repeal theGlass-SteagaU Act 
to allerwy thfe Travelers 
InsuranctiCitidorp merger 
(the merger is currently ille- 
gal). Once This merger is 
allowed, most’axperts assert 
that nine or 10 financial 
behemoths will emerge from 
the consolidation of hun- 
dreds of US insurance com- 
panies, banka, Investment 
bankers and brokerages. 

Whether rooted in Russian 
tradition or created by the 
US Congress; an oligarchy is 
distinguished .by its lack of 


accou ntability - no group or 
institution has more power 
than fee 'oligarchy. Repeal- 
ing Glass- Steagall inevitably 
create a US oligarchy. By 
seduction or coercion, this 
oligarchy has the means to 
control the president. Con- 
gress. ; the ‘ Federal Reserve, 
regulators and other govern- 
ments; -Who or what group 

will have more power than 
the handful of men who con- 
- trol the financial resources 
of the largest economy in the 
world? 

Cecelia Drazek, 

2257. North Kedrie 
Boulevard, 

Chicago, 

Illinois 60647 US 


Nothing negative about footloose capital 


From Sir Ahm Walters. 

Sir, Paul Krugman has got 
widespread attention, for his 
recommendation that Japan 
needs negative real interest 
rates (see Martin Wolf in- 
Threats of depression", 
August 26). Since the mar- 
ginal rate of return on capi- 
tal in Japan seems to be also 
negative, one can see what 
he means.. But how would 
one ensure that capital did 


not fly out-af-foe country to. 
say, fee US. where the expec- 
ted real interest rate is 
dearly positive? . 

Of course not all capital is 
mobile: some -of it must stay 
mired in Japan's slump. But 
the massive capital move- 
ments is testimony enough 
to the high fraction that is 
mobile. Is Professor. Krug- 
man, and those who support 
this policy, recommending 


also sufficiently draconian 
capital controls to keep foot- 
loose capital in Japan? Or is 
he anticipating that the neg- 
ative real interest rates 
would be worldwide? Per- 
haps I am missing some- 
thing? 

Alan Walters, 

AIG Trading Group Inc, 

9 Thomas More Square, 
London El 9WZ, UK 


Political turmoil brings costly disease 


From Dr Nicholas Banatoala. 

Sir. The return to a dark 
age of drug-resistant dis- 
eases ("Call to reduce use of 
antibiotics” and leader, 
"Superbug wars", September 
^ has already begun to hap- 
pen in many countries, 
where political turmoil and 
economic decline have 
eroded national health ser- 
vices. Russia is a prime 
example of this. It is now 
experiencing an epidemic of 
tuberculosis that is growing 
at a rate of 10 per cent 
per annum and spawning 
antibiotic-resistant strains 
for which there Is almost 


no hope of cure. ; 

What happens there 
affects us in the UK. because 
contagious diseases do not 
respect national borders. 
Tuberculosis kills more 
adults worldwide than any 
other communicable disease. 
We must take disease con- 
trol campaigns to those 
countries where drug- 
resistance is developing. 

Having spent the past two 
years managing a Siberian 
tuberculosis project, l would 
argue that there are two cru- 
cial factors for turning the 
tide. First political will at 
the highest levels is needed 


to make entire health ser- 
vices change their behav- 
iour. But that is not enough. 
Huge amounts of money are 
also required: for clinical 
research, health staff rede- 
ployment. and control pro- 
grammes. Beating TB in 
New York cost the US gov- 
ernment Jibn. Where will 
the less wealthy nations find 
that, sort of money, unless 
we help them? 

Nicholas Banatvala, 

Merlin (Medical Emergency 
Relief International), 

14 David Mews, 

London WIM 1HW, UK 
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FT INTERVIEW S HEIKH HASSAN N ASRALLAH 

A modern Shi’itc 

David Gardner talks to the man who has taken Hizbollah away from its violent roots 
and towards a more responsible dvR role in Lebanon 


T he South Lebanon 
Army - Israel's 
mercenaries in 
south Lebanon - is 
on the run. The disintegra- 
tion of their motley force 
means that Israel's elite 
troops have been thrust into 
the last active front-line of 
the Arab-Israeli conflict, 
where they are now endur- 
ing a politically costly 
stream of casualties at the 
hands of Hizbollah, the 
Shi’ite Moslem fundamental- 
ist movement spearheading 
the fight against the occupa- 
tion. Few people are happier 
about this than Sheikh Has- 
san Nasrallah, Hizbollah’s 
leader. 

“In the past the discussion 
was about the fate of the 
[SLAJ officers in the event of 
a settlement. Now they want 
guarantees even in the 
absence of any agreement," . 
he told the FT in an inter- 
view at his safe-house in Bir 
el-Abed, the heart of the 
Party of God’s stronghold in 
the suburbs of Beirut “No 
doubt their morale must 
have deteriorated a lot" 

The government of Benja- 
min Netanyahu, Israel's 
rightwing nationalist prime 
minister, has offered to with- 
draw if the Lebanese army - 
reconstituted from the sec- 
tarian militias which virtu- 
ally destroyed. Lebanon as a 
country in the 1975-90 civil 
war - guarantees the secu- 
rity of its northern border. 
Syria, which deploys 35,000 
troops to dominate Lebanon, 
Insists on an unconditional 
withdrawal, as stipulated in 

UN Security Council Resolu- 
tion 425 Of 1978, 

In Israel, Lebanon and 
Syria, many believe Mr 
Netanyahu will soon with- 
draw anyway: under attri- 
tion; keen to pose as a peace- 
maker - despite . his 
unwillingness to surrender 
the conquered Palestinian 
and Syrian land which 
would make regional peace 
possible; and betting that 
the sectarian Lebanese, arti- 
ficially united by the Israeli 
occupation, would then turn 
their discontent on Syria, or 
perhaps themsel v es, again. 

Sheikh Nasrallah does not 
buy that “Netanyahu." he 
says, "is an opportunist, hut 
he won’t do it. tt would be to 
admit defeat at the hands, 
not even of an army, hilt a 



New agenda NasraBati Is bidding to Jobi the Lebanese government 


pertain group [Hizbollah). 
They would be stigmatised 
as losers, which would only 
encourage fee' Palestinians 
to redouble their efforts 
against the occupation of 
their land [by Israel]." . . 

Hizbollah’s agenda has 
long since moved beyond the 
resistance to Israel- which 
has earned it prestige in 
politically fragmented Leba- 
non. R has come a long way 
since the infamous suicide- 
bombings and kidnappings 
of westerners of -the early 
1980s. Sheikh Nasrallah is 
now bidding to join the Leb- 
anese government He also 
believes feat the' rise of 
Mohammed Khatami, the 
reformist president bf Iran, 
is a model of enlightened 
Islam which, is sketching out 
apafe for fee region towards 
modernity and democracy. 

Hizbollah was inspired and 
Initially financed by ' the 
Shi’ite M amie revolution -in 
Iran and is licensed by Syria 
in a proxy conflict through 
which Damascus hopes to 
recover fee Israeli-occupied 
Golan Heights. lt was bom 
of Israel's invasion- of Leba- 
non in 1982, which three 
years later Hizbollah fighters 
suicide-bombed bark into fee 
southern border enclave. 

Hizbollah now an 
impressive social and politi- 
cal network: hospitals, 
schools, a a public hmwrtng - 
unit and a widely watched 
TV station, mosques, 
orphanages, and the most 
assiduous faction in a parlia- 


ment full of clan leaders and 
sectarian hacks. Since Leba- 
non’s recent and first munic- 
ipal elections in 35 .years, 
Hizbollah can also claim to 
be the leading organisation 
of the Shi'a, the largest of 
Lebanon’s communities. 

Much , of this is down to 
Sheikh Nasrallah, whose - 
name means “God’s victory". • 
Now 38, he took over the 
organisation in 1992 after his 
predecessor. Sheikh Abbas 
Musawi, was assassinated in 
an Israeli helicopter amhnsh , 
and he has just been re- 
elected to a third term as 
secretary-general. Wearing 
the black turban of a Sayyid 
- or descendant . of the 
Prophet Mohammed - he is 
precise in his answers which 
are devoid of rhetoric but 
laced with acerbic humour. 

“Yes ” he says. “Hizbollah 
does foresee eventual entry 
into the. government. It’s a 
question of timing and 
whether we can get elements 
bf nor programme consid- 
ered." A new government is 
expected at the end of 
November, after parliament 
electe a new (Christian) pres- 
ident, who appoints the exec- 
utive. (Sunni Moslem) prime 
minister, expected to be 
'Rafiq al-Hariri, the billion- 
aim construction tycoon and 
current premier who has 
staked his career on the 
renaissance of Beirut 

“We Want a government of 
'institutions, with ministers 
who make decisions, not the 
board of a corporation" - a 


reference to Mr Hariri’ 
no-nonsense, businessman' 
approach to his project c 
rebuilding Beirut as the Mfc 
die East’s financial centre 
He wants, too, “a profes 
sional and honest civil set 
vice regardless of religion 
to replace the sectaria: 
quota system imposed b 
some of the corrupt warlord 
and feudal clan leaders i 
today’s cabinet. And priorit 
to fee fight against jobles 
sness and poverty. 

Hizbollah has ion 
eschewed the idea of a 
Islamic state in Lebanoi 
pursuing instead a pre 
gramme which is almoE 
Blairite in its pragma tism. 

It has been encouraged i 
this by the impact of Pres 
dent Khatami's Islami 
democracy project in Irai 
which, if successful in ii 
attempt to m a k e governmei 
accountable to the rule c 
law and the assent of tt 
governed, will challenge tt 
fossilised despotism benigb 
ing most of fee Arab world 

What is going on in Ira 
“presents a model and a 
example", says Sheikh Na 
raHah. "There are a lot < 
models. Some of them vei 
dangerous like the Tali bar 
- the neo-medieval Sum 
militia which has conquer* 
most of Afghanistan wil 
Saudi Arabian and Pakistan 
backing and US loglstii 
support. 

This.is the “Made in US/ 
Combination, ’ he points or 
which, backed the Mujab 
deen resistance to the Sovi 
invasion in the 1980s ai 
bequeathed the "Arab-/ 
gban” phenomenon - form 
Arab volunteers in that w 
who now turn their guns- ( 
their governments and l 
targets. 

It-suits the US. he says, 
“show Islam as ignoranc 
savagery, the degradation 
women, a regression to fc 
tional warfare, and to beai 
this not as propaganda b 
through groups to whii 
they give arms”. 

In Iran, by contrast, “wh 
is being presented is ; 
enlightened and tolera 
Islam, based on the origi 
of our religion. This moc 
■will have a gradual and po 
tive impact on the Ar 
world, affecting its peop' 
and through them its gi 
emments.” 
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Europe’s hush 
on Russia 


)n 


Europe has a greater stake in 
Russian stability than any other 
region in the world. The absolute 
levels of European financial and 
economic exposure may not be 
very large tin comparison with 
those to Asia, for example) but 
Russia is on Europe's doorstep. 
The risk of contagion, via central 
and eastern Europe, Is real And 
political turmoil in Russia, If it 
were to follow economic collapse, 
could bring the threat of social 
disturbances, mass emigration or 
environmental disasters. 

Yet in spite of that grim back- 
drop. the contribution of the 
European Union to the debate on 
how to help Russia since the rou- 
. a ble collapsed three weeks ago has 
. been alm ost inaudible. It was late 
last week before the European 
Commission issued a statement 
suggesting how it might help - 
but only by refocusing its exist- 
ing technical assistance pro- 
gramme. At the weekend, EU for- 
eign ministers finally issued a 
worthy declaration, referring to 
Russia's “unique challenges". 

Of course, in a situation of 
political chaos in Moscow, with 
no government in office, and a 
president at loggerheads with his 
parliament, it could be counter- 
productive for tbe outside world 
to preach. Most Russians blame 
the west for the plight they are 
in. Moreover, there are no easy 
solutions, as the present sorry 
impasse demonstrates. Throwing 
more money at Russia, when 
there is no guarantee that it will 
not leak straight out of the coun- 


try, Is no answer. But nor Is it 
possible to turn one's back on the 
country’s plight 

The crisis in Russia today is 
both political and economic, as it 
has been all along. Political con- 
fusion has undermined economic 
reforms within the country, and 
political imperatives have over- 
ruled economic caution in provid- 
ing international financial assis- 
tance. including from the 
International Monetary Fund 
But Russia's successful exploita- 
tion of the fear of its collapse 
seems to have run out of steam. 

Both the EU and tbe US have 
been most cautions in their com 
ments on the current crisis. They 
have restated their commitment 
to economic reform, and their 
insistence that it must be main- 
tained if financial support is to 
continue. But they have not 
made it dear that the reforms 
failed precisely because they 
were not radical enough: they did 
not establish a clear rule of law, 
transparency in the banking sys- 
tem. and a genuine market econ- 
omy in the manufacturing sector. 

The EU should not defer to the 
US in helping Russia out of its 
crisis. It may be able to assist in 
practical ways, with supplies of 
food and drugs this winter, for 
example. Most of all. it can help 
in plain speaking, in analysing 
the inadequacies of the reforms 
so far, and speaking out a gainst 
any drift back to the command 
economy. It has both a respond 
btlity, and a vital interest, in see 
mg that does not happen. 


absence 


Missing the bus 


Turkey 


exp e 




Since Lionel Jospin's government 
took office in France last year, it 
has been unexpectedly willing to 
place market economy principles 
above obsolete socialist and stat- 
ist dogma. But its new-found 
pragmatism bas limits. One is 
the evident difficulty of adjusting 
to the idea that markets do not 
necessarily respect France’s tra- 
ditional concepts of its influence 
in Europe. 

Gallic pride has yet to recover 
from the Paris bourse's exclusion 
from the planned link-up 
between the London and Frank- 
furt stock exchanges. Now 
merger talks between British 
Aerospace and Germany’s 
Daimler-Benz Aerospace (Dasa) 
have 3dded to the country’s fears 
of industrial marginalisation. 
Jean-Claude Gayssot, its trans- 
port minister, says a deal would 
call into question plans to 
restructure the Airbus consor- 
tium. in which France's Aerospa- 
tiale is the other big shareholder. 

Mr Gayssot apparently fears 
that a merged BAyDasa. with a 
majority of Airbus's shares, 
would decide tbe consortium's 
strategy, consigning Aerospatiale 
to a junior role. That is undoubt- 
edly a risk. But responsibility for 
avoiding it lies squarely with 
France. It will not succeed by 
threatening to delay the much- 
needed reform of Airbus. Doing 
so would only damage the ven- 
ture's prospects and antagonise 
France's European Fortners. 


The BAe/Dasa talks are firmly 
In line with plans to improve Air- 
bus’s efficiency by turning it into 
a normal commercial company. 
Amalgamation of its shareholder- 
suppliers would allow faster and 
more coherent decision-making, 
better cost control and generally 
tighter management That would 
enhance profitability and 
sharpen Airbus's competitive 
edge, at~a time when Boeing, its 
arch competitor, is struggling. 

These plans must overcome 
fierce corporate and national 
rivalries. But mucb the biggest 
obstacle is state ownership or 
Aerospatiale, which complicates 
closer cooperation with Us Air- 
bus partners and rules out a 
merger with them. France has 
acknowledged the problem by 
deciding partially to privatise the 
company. However, the other 
Airbus partners fear tbe French 
government may still use its 
residual minority stake in Aeros- 
patiale for political ends. Mr 
Gayssot's recent comments can 
only strengthen those suspicions. 

His government should quash 
them now by committing Itself to 
early privatisation of all of Aeros- 
patiale. That would free the com- 
pany to play a frill part in shap- 
ing Airbus's future and expose it 
to salutary commercial disci- 
plines. The longer that step is 
delayed, tbe greater the risk of 
Aerospatiale being relegated per- 
manently to the sidelines of 
Europe's aerospace industry. 


Off side 


K:S 


For Manchester United fans, the 
prospect of a BSkyB takeover is 
not a matter of life and death. It 
is mucb more important It also 
raises competition concerns, and 
some wider questions about the 
mana gement of a sport that has 
become big business. 

There are three specific issues 
raised by the expected bid. First, 
to what extent is Man Utd a dom- 
inant football supplier? This is 
tricky. It is the world's most 
widely supported and richest 
club. However, it is 9tin only one 
among 20 Premiership teams. 
People only pay to watch Man 
Utd because they play Liverpool. 
Arsenal and the rest 

Second, to what extent is 
BSkyB a dominant distributor? 
This might seem to be an easier 
question. BSkyB is until 2001 the 
monopsonistic distributor of live 
Premiership games. It also domi- 
nates rugby and much of cricket 
But its dominance may not last. 

Third, would vertical integra- 
tion between the sport and televi- 
sion be unfair on others? Such 
integration is common in tbe US, 
bat the regulatory framework 
there Is different. A BSkyB- 
owned Man Utd could certainly 
cause problems for rival bidders 
for TV rights alter 2001, but it 
would not have a veto. Man Utd 
could threaten to go it alone with 
Us new Sky channel. With the 
launch of terrestrial digital tele- . 
vision, it is possible that by 2001 
all teams will do the same. 


Indeed, BSkyB may want to buy 
the club as insurance against 
losing its grip. 

The government has already 
asked the Restrictive Practices 
Court to investigate whether the 
Premiership should be allowed to 
negotiate as a cartel on broadcast 

rights. Peter Mandelson, secre- 
tary for trade and industry, is 
right now to start an investiga- 
tion into competition issues aris- 
ing from a Man Utd bid. 

Indeed, a wider look at football 
regulation may be warranted. 
This proposed takeover would be 
just one example In a trend in 
whicb plans to maximise the 
profits of a small group of power- 
ful commercial interests could 
threaten the very competition 
that makes the game so popular. 
The proposed breakaway Euro- 
pean super league similarly sug- 
gests that the balance of power in 
recent years has tipped decisively 
in favour- of financial interests. 

Companies have priorities that 
are very different from those of 
the supporters, whose passion for 
the game is the basis of any 
financial success. The govern- 
ment last year appointed a Foot- 
ball Task Force, to r ep ort on the 
interest of fans in the modern 
game. It is now time for a full 
inquiry, probably by the Monopo- 
lies ami Mergers Commission. 
Ultimately a special regulator 
might be needed: Offside. To 
many, football is just as impor- 
tant as trains or electricity. 
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The matadors close in 

US political and public opinion has begun to shift sharply, 
though not decisively, against Bill Clinton, says Mark Suzman 


T he US Congress for- 
mally returns to work 
today for a session that 
could conceivably end 
with the impeachment of Presi- 
dent Bfll Clinton. 

Over the past week or so, both 
political and public opinion bas 
begun to shift sharply, though 
not decisively, against the presi- 
dent. Mr Clinton's personal opin- 
ion-poll ratings are starting to 
deteriorate. No less worrying, 
leaders of his own Democratic 
party in Congress have begun to 
distance themselves from the 
president - partly because they 
fear that be will be a liability In 
mid-term elections in November. 

For Mr Clinton, this is much 
worse than being at odds with 
Republican leaders. At best, the 
loss of Democratic support means 
he will be unable govern effec- 
tively, using his influence over 
items of legislation in Congress. 
At worst, be could find himself 
under irresistible pressure from 
within his own party to resign. 

For the rest of the world, there 
seems bound to be a period of 
great uncertainty. Even assum- 
ing Mr Clinton hangs on, there 
could well be impeachment bear- 
ings at a time of unfamiliar jit- 
teriness in tbe financial markets 
and after a string of international 
crises from Russia to South-East 
Asia. And among the laws now at 
risk in the Congress is one that 
would ensure continued financ- 
ing for tbe International Mone- 
tary Fund at a time of increasing 
fears about worldwide recession. 
It is fair to say this was not 

A possible victim of Mr 
Clinton's diminished 
authority is bis legisla- 
tive agenda in Congress. Five 
main Items of legislation are leg- 
islation are at stake. 

The most immediate is tbe fed- 
eral budget for next year, which 
is legally required to be com- 
pleted by the end of October. Mr 
Clinton has signalled be is pre- 
pared to veto several of the 
appropriations bills currently 
being drawn up by Republicans 
because they contain anti- 
abortion riders and deny funds 
for some popular programmes be 


what Congressional leaders antic- 
ipated when they mapped out an 
unusually brief legislative sched- 
ule for this autumn. The original 
aim was to take advantage of 
America's national sense of con- 
tentment resulting from the 
booming economy and wrap up 
their remaining business as 
quickly as possible before scurry- 
ing home to campaign for a rela- 
tively quiet election. 

Instead with elections looming 
in November, lawmakers are pre- 
paring not only for traditional 
partisan showdowns over the 
budget and other latlon, but - 
most important of all - what to 
do when Kenneth Starr, the inde- 
pendent counsel, delivers his 
report on alleged crimes commit- 
ted by Mr Clinton. 

Meanwhile, what once seemed 
certain to be a dull and unevent- 
ful election is rapidly being trans- 
formed into a poll on Mr Clin- 
ton's own character after his 
admission of an ‘inappropriate” 
relationship with Monica Lewin- 
sky, a former White House 
worker. As more Democrats seek 
to distance themselves from tbe 
president. Republicans are 
increasingly confident they are 
poised to make significant gains, 
including the possibility of 
increasing their Senate seats to 
60 - a number which would give 
the party enough votes to push 
through future legislation over 
Democratic opposition. 

The turnaround has been swift. 
Initially, even Democrats who 
criticised Mr Clinton’s behaviour 
were prepared to say the scan- 


dals were private matters which 
should be put aside to allow the 
government to go about the 
nation's business. That left tbe 
White House confident that as 
long as Mr Starr's evidence of 
criminal wrongdoing was largely 
circumstantial and Mr Clinton's 
public popularity held up. the 
party could be relied on to por- 
tray the investigation as a parti- 
san battle. On this basis, the 
worst case for Mr CUnton would 
have been a formal expression of 
disapproval by Congress, most 
likely a vote of censure. 

But since Joseph Lie berm an, 
the Democratic Connecticut sena- 
tor, criticised Mr Clinton’s behav- 
iour as immoral on the Senate 
floor last week, that possibility 
bas started to fade. Although Mr 
Lieberman has said he believes 
that a public rebuke would suf- 
fice as punishment, pressure for 
more serious action is steadily 
growing - and much of it is 
already coming from Democrats. 

Daniel Patrick Moynihan, the 
New York senator, said at the 
weekend that Mr Clinton's 
offences are impeachable - 
although he cautioned that did 
not necessarily mean the presi- 
dent would or should be 
impeached. However, James 
Moran, a Democratic representa- 
tive from Virginia and a tradi- 
tional supporter of tbe president 
has also now warned that hear- 
ings are probably inevitable “I 
now don't think that [censure] is 
really an option," he said. 

Even more serious, Mr Clinton 
is being transformed from the 


Democrats greatest electoral 
asset to their biggest liability. Six 
months ago the party was hope- 
ful about taking advantage of the 
booming economy and a popular 
policy agenda to overturn tbe 
slim li seat Republican majority 
in tbe House of Representatives. 

Now. with polls showing that 
while voters still broadly approve 
of Mr Clinton’s presidency, his 
personal approval ratings have 
plummeted. Republicans have 
scented blood. Analysts now pre- 
dict the party could increase its 
hold on the House by another 
12-15 seats as disillusioned Demo- 
crats in marginal, socially conser- 
vative districts stay home while 
outraged Republicans go to the 
polls in larger numbers. 

The picture is even worse in 
the Senate, where Republicans 
are now seen to have a chance of 
gaining the five seats needed to 
gain 60 - a number that would 
allow them to resist filibusters by 
Democrats over controversial leg- 
islation. In California, for exam- 
ple, Barbara Boxer, a political 
ally or the president who has 
family links to Hillary Clinton, 
tbe first lady, has seen her lead 
dwindle in the polls as her 
Republican challenger accuses 
her of double standards on the 
issue of sexual harassment 

Adding to the White House 
headache is the fact that the 
scandal Is now starting to hurt 
vice-president A1 Gore, who is 
already under a cloud because of 
a Justice department investiga- 
tion into whether he misled 
investigators about possible cam- 


Laws at stake 


supports. That has raised the 
prospect of a federal budget 
shutdown similar to one that 
occurred in 1995 which provided 
a political boost for the White 
House. Republicans are trying to 
head off such a dash and, with 
so many other Issues on the hori- 
zon most analysts believe that 
both sides will reach some kind 
of compromise by the deadline. 

Elsewhere, the legislative out- 
look is less promising. Although 


a few big laws, such as reform of 
the Internal Revenue Service, 
have been approved, other White 
House proposals, such as a com- 
prehensive anti-tobacco hill, 
have already been shelved and 
others could meet the same fate: 
• International Monetary Fund. 
Mir Clinton has asked for extra 
money to cope with the interna- 
tional financial crisis. Although 
the Senate has approved SISbn 
In extra funding the House of 


Representatives has proved more 
resistant and the money may yet 
be blocked by conservative 
Republicans. 

• Trade. Tbe White House has 
been pushing for a bill to pro- 
vide trade concessions for Afri- 
can countries which reform their 
economies. But the Senate has 
combined it with “fast-track" 
authority for the president to 
negotiate new trade agreements. 
Fast track failed last year, and 


OBSERVER 


Vanity 

publishing 


A league table that places the 
most revered chief executive in 
the US below the self-styled 
Empress of Empathy has got to 
be taken with a pinch of salt 
But in the sett- regarding salons 
of the super-rich, Vanity Fair's 
annual ranking of movers and 
shakers is watched as closely as 
the hemlines on Rodeo Qlve. 

General Electric boss Jack 
Welch makes the list ter the first 
time this year, coming in at 
number 18 - a place below 
prime-time titan Oprah Winfrey. 
Among those on the slide is 
Larry Ellison, who lost enough 
wealth to make Croesus weep 
when Oracle's stock price 
collapsed last winter. Demoted 
from Vanity Fair's top 10, he now 
languishes at 24. 

To add insult to injury, 
Microsoft chief nerd Bill Gates, 
Ellison's arch-rival for the hearts 
and minds of techies, tops toe 
list for toe third year in a row. His 
old Silicon Valley buddy Steve 
Jobs, toe longest serving interim 
chief executive in the history of 
Apple Computer, also leap-frogs 
toe second richest man in 
California and goes Into 14th 
spot 

It seems like only yesterday 
that Ellison was prevaricating 
about mounting a bid for Apple, 
eventually deciding not to go 
ahead. Apple's stock price has 
since doubled on toe back of its 


swish new iMac machine, while 
Oracle's still languishes. Ah, what 
might have been. 

Running back 

As toe American footbal season 
begins In earnest investors 
should pay more attention to toe 
weekly scores than to toe 
outpourings of Wall Street 
strategists. The Supertoowl Rule 
is coming good again. 

The rule says that when an old 
National Football League team 
wins the Superbowl, the stock 
market will rise over toe year 
when an oW American Football 
League team wins, toe market 
will fan. 

When toe Denver Broncos won 
In January, toe omens pointed to 
a down year for toe market - 
though few remembered whan 
the Dow surged ahead in the 
spring. But, pome September, 
the market is down on the year. 

Market bulls should start 
cheering for an old NFL team, 
like San Francisco. Or face toe 
consequences. 


Corking 


In keeping with toe deep-rooted 
Spanish habit of driving through 
red traffic fights, several 
companies are pressing ahead 
with stock market flotations in 
Madrid. After a disastrous 
August, In which nerves sent 
Spanish shares spinning, toe first 
company to come forward with 
an Initial public offering Is 


Federico Patemina, a well-known 
winery. 

Veteran owner Marcos 
Eguiz&bal hopes to raise around 
$30m by selling a 30 per cent 
stake and shrugs off the market's 
“snail setback". Santander 
Investment leading toe issue, 
reckons toe shares will be easy 
to place. Small investors lap up 
wine shares as if they were free 
Rioja and the same seems true 
of institutions: analysts leaving 
yesterday's presentation at toe 
Madrid bo Isa were carrying 
bulging bags of sample product 

Talking Tokyo 

Japan's diplomatic machine has 
swung into action to make sure 
that the United Nations' 
second-biggest contributor gets 
Its fair share of top jobs. 

Its first victory came with toe 
appointment of Kensaku Hogen 
as UN undersecretary for 
communications and public 
information. Now Tokyo has high 
hopes that Yoshto Utsumi, its 
deputy minister of post and 
telecommunications, will be 
elected secretary-general of the 
Geneva-based International 
Telecommunication Union. 

Japan has long smarted over 
the relative scarcity of its 
nationals in senior UN positions. 
Until recently, Its modest 
contingent looked set to decline 
even further. Yasushi Akashi, toe 
UN’s humanitarian assistance 
co-ordinator, retired last year 
and. in July, the Httie-moumed 


Hiroshi Nakajima stepped aside 
after two terms running the 
World Health Organisation. 

To redress the balance, Tokyo 
is i considering fielding a 
candidate next year to head the 
UN Educational. Scientific and 
Cultural Organisation (Unesco) - 
toe Paris-based body, which has 
never had an Asian in toe top 
job. But Tokyo mil not be putting 
up a proposed replacement for 
Renato Ruggiero, who retires as 
head of toe World Trade 
Organisation next April. Only 
former ministers seem to be in 
toe running, confides a senior 
Japanese diplomat, "and we do 
not have any suitable former 
ministers who speak English". 

Harvest time 

Where better than Thailand for 
toe ebullient Jozsef Torgyan, 
Hungary’s new minister of 
agriculture and regional 
development, to make his first 
overseas trip since taking office? 
Agricultural links between the 
two countries may be few - last 
year accounting for slightly more 
than 0.01 per cent of Hungarian 
agricultural exports - but there is 
always room for improvement 

The rotund Torgyan, leader of 
the Smallholders’ party, decided 
that Thais would benefit from 
more Hungarian wine and cereal 
on their dining tables. He has 
formed a joint committee to 
promote toe idea. Could mean a 
few more trips to Bangkok to 
check on progress. 


paign finan a- abuses iu the 1996 
election. Although Mr Gore has 
been a strong supporter or Mr 
Clinton since the scandal broke 
last January he needs the back- 
ing of the party for his planned 
campaign in 2000. That could 
require Mr Gore to begin the task 
of trying to distance himself from 
the man whose legacy he had 
planned to make a key electoral 
attraction. 

• The mood has become so bad 
that many Democratic candidates 
are now reluctant to be seen with 
Mr Clinton. Parris Glendening, 
tbe Maryland governor, has can- 
celled a scheduled event with the 
president and the White House is 
coming under pressure to post- 
pone a planned fund-raising 
appearance in New York next 
week. After the House of Repre- 
sentatives opens, several more 
Democrats are expected to follow 
Mr Liebennan's example in the 
Senate. 

Asked to explain his decision 
to speak out even when he was 
aware doing so could badly dam- 
age Mr Clinton, a long-tune per- 
sonal friend. Mr Lieberman said: 
There's no way for us and the 
president to get back to face the 
problems of the country - and 
the uncertainty economically, the 
problems in tbe world - unless 
we open up the discussion of the 
president '5 misconduct, try to 
deal with it, hope that he can 
repair his presidency, rebuild the 
American people's trust in him 
and then move on." Tbe growing 
worry for the White House is that 
it may already be too late. 

tbe new package is all but cer- 
tain to be blocked again. 

• Campaign finance reform: 
written off earlier this year, the 
Issue returned after the House 
unexpectedly approved legisla- 
tion - strongly supported by Mr 
Clinton - to overhaul the cur- 
rent system. That has prompted 
proponents to pledge to bring it 
up again in the Senate. However, 
while Trent Lott, Senate major- 
ity leader has agreed to bring 
the bill to the floor, the Republi- 
can leadership remains opposed 
and it will probably be 
defeated. 


100 years ago 

The Spanish Treasure 
Swindle 

The Spanish treasure swindle 
is apparently still In full swing, 
notwithstanding that the fraud 
is obvious and has frequently 
been exposed. A well known 
gentleman in the City of 
London has this week received 
a letter from a person who 
claims to have been 
condemned as an insurgent to 
ten years’ im prison menL With 
truly affecting confidence the 
friendless prisoner offers - 
nay, begs - to be allowed to 
forward his trunk containfog 
particulars of the treasure to 
London, and he does not ask 
for any pecuniary 
consideration. This, of course, 
is only toe opening chapter. 
Anyone ill-advised enough to 
reply would be informed by 
return of post that there were 
freightage and warehouse 
dues to be paid before the 
trunk could be despatched. 

50 years ago 

Gold Rush In Wales 
It is becoming a tradition for 
the wedding rings of our Royal 
brides to be made of British 
gold. Mines in Wales furnished 
toe gold in the regalia of the 
Prince of Wales for his 
investiture at Carnarvon in 
1911. There may yet be 
rewards for hardy speculators. 
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Boeing and Airbus to end 


Irrational hopes 


Alan Greenspan to the rescue? Well, not 
so fast It is, of course, comforting that the 

Federal Reserve chairman recognises that 
the US economy cannot escape global 
financial turmoil. Bat he has not yet 
hinted that US interest rates will Ml - 
only that be no longer has a bias In 
favour of putting them up. 

Mr Greenspan would certainly not want 
the crisis In emerging markets to trigger a 
recession hack home. Nor. for that matter, 
would European central bankers. But 
recession in these rich economies is not 
yet the central scenario - both the US and 
Europe are likely to grow this year and 
next One of the ways things could deteri- 
orate badly would be if Wall Street tum- 
bled further. 

That might prompt US consumers, who 
are heavily exposed, to the stock market, 
to tighten their belts. But It would be 
Irrational for Mr Greenspan to try to sup- 
port the Dow now when it has only fallen 
18 per cent from Its peak. K is, after all, 
still 20 per cent above the level at which 
he famously accused investors of irratio- 
nal exuberance. Though the Fed chairman 
win not want a free-fall, he might secretly 
like a further correction. 


GMnrf Merest rates 
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Making money from it looks to be far 
from easy. 

French fears that a roofed BAe/Dasa -- 

nwi l m fflng wftnw 58 per CB ttt Ctf AtH um 

shares against Semi-state owned Aerospa- 
tiale's 38 par cent - would wield too much 
clout within the new co m pa n y are mis- 
placed. The real damage to Airbus's pros- 
pects and employees wifi be If national 
tnide gets In the way of the commercial 
decisions that need to be taken. 


struggle over market share • 

Aircraft rivals abandon price war to concentrate on profitability 
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Goldman Sadis 


though perhaps smaller and cheaper offer- 
ing, Goldman win not lose much fttce. 

The nightmare scenario Is that worsen- 
ing turmoil forces the deal to be pulled - 
a huge embarrassment for a firm that 
prides itself on calling the market The 
powers-that-be must be hoping fervently 
that Abby Cohen, Goldman's closely- 
watched market maven who has been bill- 
ing the US market sell-off as a buying 
opportunity, has got it right again. 


Nowhere has the cMH of Russia's eco- 
nomic woes been felt more keenly than at 
Goldman Sachs, the elite Wall Street part- 
nership which plans to go public In the 
autumn. Goldman's exposure to Russia, 
which It has yet to declare, is just one 
worry. Less quantifiable is the threat 
posed by prolonged market turmoil to its 
lucrative underwriting and mergers and 
acquisitions business. Early estimates of 
Goldman's total value of dose to f30bn, 
around four times book value, were 
always ambitious. Given that the stocks 
of other investment banks have tumbled 
between 30 and 50 per cent in the past 
month, a target of even jaObn could now 
be a stretch. 

Does that matter? Senior Goldman man- 
agement has made much of the strategic 
rationale for going public, which revolves 
around gaining flexibility — not an imme- 
diate need for cash. Furthermore, Gold- 
man has some room for manoeuvre. The 
issue is currently dated for November, 
but could he edged hack to December. 
Provided it can get away a successful. 


Airbus 


Just as the barriers to Airbus's transi- 
tion to norma] company status seemed to 
be coming down, the French government 
Is once again throwing spanners In the 
works. Clearly British Aerospace's merger 
talks with Daimler-Benz's Deutsche Aero- 
space subsidiary have raised French fears 
of being pushed about by its British and 
German partners. Its response in threat- 
ening Airbus's long-awaited reorganisa- 
tion is a shame. It is important that Air- 
bus takes advantage of Boeing’s current 
turmoil to improve its own internal organ- 
isation and profitability. 

Yesterday’s announcement by Noel For- 
geard. Airbus's manag hi g director, that 
aircraft prices will rise 3 per cent to 
improve profits is a welcome sign that 
market share may soon cease to be the 
be-afl-and-end-en for civil aircraft manu- 
facturers. For all the euphoria over Air- 
bus's recent order from British Airways, 
losing It may ironically soon be seen as 
one of Boeing's now-ousted commercial 
aircraft president's greatest achievements. 


The economica of European soccer have 
typically involved redistribution from the 
winning chibs to the losers. In future, the 
game wQl be more like winner-takes-alk 
the best and most popular dabs will 
receive larger slices of the revenue bum 
television rights. Manchester United, the 
most popular iftigHidi club with a strong 
following elsewhere, Is well positioned to 
take the biggest slice. It is hardly surpris- 
ing Rupert Murdoch wants to buy it 
The shift to whmer-takes-ah Is being 
driven by three d evelop me nts . Firat, dubs 
are increasingly selling TV rights to their 
games individually rather than through 
their Untfawigi Ifta giipa That ban yet to 
happen in En gland, but it is now the 
practice in Italy. Spain and the Nether- 
lands. The result is that the top teams can 
negotiate excellent terms, but the bottom 
ones face a squeeze. In Italy, for example, 
four popular teams have just signed a deal 
giving almost as much revenue as 88 
league dubs previously received. 

The second development Is pay-per-view 
TV, which again has yet to hit the UK. 
With pay-per-view, clubs receive revenue 
an the basis of how many viewers sign up 
to watch their g»mm; those with the most 
fans receive the most revenue. Finally, 
there are moves to create a European 
super league. Again, the top clubs (those 
that qualify fin- the super league) will 
receive rich pickings; those Languishing 
in national leagues win be left with 
scraps. 

Manchester United has 18 per cent of 
England's football fans, according to a 
recent survey, but now receives less than 
10 per cent of the English Premier 
League's TV revenues. Under a system of 
cut-throat compet i tion. Its slice would be 
much bigger. By buying It now, Mr Mur- 
doch could be getting a bargain. 


Boeing and Airbus Industrie, the 
world's two biggest aircraft makers, 
ace ending their decades-long battle.: 
to win market share. 

Each co mpany sold separately yes- 
terday It would concentrate on 
increasing profitability instead.' 
Their moves mark a decisive change 
from the intense rivalry betw e en the 
two maanfenturera- 

In i nte r v ie w s at the F&xnborough 
atr show, Harry Stouectpber, Boe- 
ing’s president, and Noel Forgeard, 
Airbus managing director, said they 
would no longer undercut one 
another on price, but would concen- 
trate on achieving a satisfactory 
profit on every sale. 

Since its founding In 1970, Airbus, 
the European consortium, has 
vowed to overtake Boeing. It has 
won more than half of afl civil air- 
craft orders this year. Boeing, which 
has its headquarters in Seattle, has 
fiercely defended its market leader- 
ship, frequently dashing prices to 
win orders. 


-MrStonedpher said Boetog would 
not worry If Airbus took more 
orders: "We can Uve with that You 
bet"- J..' 

Boeing last' week replaced Ron 
Woodard, lund of its cnwiiTMirHal ah -, 
craft business, with Alan lfulaliy,lte 
defence division chief. - 
Mr Forgeard said Airbus believed 
it could sustain Its current' level of 
market share, but that achieving a 
satisfactory profit margin would 
take precedence. "Our target for 
market share Is the one that optim- 
ises returns to our shareholders. 
Whether that's 45 pm* cant or 50 per 
cent Is not an issue for me," he said. 

Airbus is owned by Aerospatiale of 
France, Daimler-Bens Aerospace of 
Germany, British' Aerospace and 
Casa of Spain. 

. Mr Forgeard said the price-cutting 
battle had beat damaging for - both 
manufacturers, although Boedhg had 
fared worse. He said Airbus would 
increase the price of its aircraft by 
3 per cent. He added that the consor- 
tium, which -does not "publish 
accounts, was profitable, but needed 
to improve its pnrfn rnnni«i_ 


Mr Stonedpher said that while 
Boeing would no longer engage in 
damaging prh»cttttlng, this was not 
.the principal source of recent losses. 
Last year, company recorded a 
net loss of Sl78m - its first for 50 
years. It also suffered severe manu- 
facturing difficulties, which led to 
some of Its production lines being 
closed for a month. 

Mr Stonecipher said Boeing ran 
into difficulties because it had been 
“too arrogant, too distracted, or too 
self-satisfied”. 

He said Boeing was changing its 
executive reward system to ensure 
that manufacturing managers con- 
centrated on profitability'. The execu- 
tives in charge of different Boeing 
models would be responsibl e for 
producing profits on those aircraft. 
Until now, the executives have been 
rewarded for producing the aircraft 
on time, regardless of whether they 
made a profit. 


Boring ancons, Fags B 
BRtortri Conmaat, Page 19 
Lax, Page 129 
Norite-op, Page 23 


Low crude price forces UK to shelve 
plans to raise North Sea oil taxes 


By Robert Cortina and Darid Wlghton, 
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The UK government yesterday 
abandoned controversial plans to 
raise more taxes foam Britain's off- 
shore oH and gas producers, because 
of the collapse of world crude prices. 

Gordon Brown, the Chancellor of 
the Exchequer, said “it would not be 
right at this stage” to go ahead with 
proposed tax reforms to squeeze 
additional revenues from the off- 
shore industry, which has seen oil 
prices Slump to a 10-year low. The 
price yesterday was $18.08 a band 
The statement did not make dear 
whether the government would res- 
urrect its p lans should crude prices 
recover, though a colleague of Mr 
Brown said the announcement 
meant the offshore tax review was 
“setupped for good". 

in recent years the UK offshore 
tax regime has been viewed as one 
of the most attractive far Interna-, 
tlanal oil and gas investors. That has 
helped nwtntaitn the competitiveness 


of the industry In spite of a steady 
daeHhe In the size of North Sea oil 
and gas discoveries. 

- The decision should signal the end 
erf a prolonged spell at uncertainty tn 
the UK oil and. gas Industry, which 
has seen a slump in exploration 
activity due to low prices and lack of 
clarity about future tax policy. 

In March Mr Brown put forward 
two options to raise new North Sea 
taxes. One would have trmant the 
re-imposition of Petroleum Revenue 
Tax, which was scrapped by the Con- 
servatives in 1993. The alterna ti ve 
was to apply supplementary corpora- 
tion tax on offshore producers to 
allow the government to capture 
more of any crude price rise. At 
present new fields only pay corpora- 
tion tax at the basic rate. 

Although Mr Brown blamed low 
oil prices far the policy reversal, 
there have been growing concerns in 
Labour circles about the political 
impact an offshore tax rise would 
have in Scotland. Party strateg ists 
warned that it would provide ammu- 


nition to the Scottish National Party, 
which is running neck-and-neck 
with Labour tn the run-up to next 
year's elections for the Scottish par- 
liament. 

Alex Sfllmnnd . SNP leader, yester- 
day said it would have been “eco- 
nomic madness" to increase tax at 
the current level of the oil price. 
“Clearly, in addition to low prices, 
Gordon Brown and the London Trea- 
sury have been forced to see sense 
and baric down as a direct result of 
the rise in rapport for the SNP.” 

OH companies said they too were 
relieved, although it was not clear 
whether protects which have been 
put on bold will now go ahead. 

British Petroleum, the biggest off- 
shore producer, said it was too early 
to say whether work would resume 
on the Clair field, the UK’s biggest 
single undeveloped oil discovery. 
Earlier this year BP announced the 
postponement of Clair, In part 
because of the tax uncertainty. 
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FT WEATHER GUIDE 




Europe today 

Southern Scandinavia wffl be 
cloudy with outbreaks of rain. The 
Bcdtlc stales wfll be dry with sunny 
spelts but rain wffl edge into 
Poland and Czechoslovakia. Ger- 
many and the Low Countries wfll 
have showers and foritra sunny 
spefls. Rain wTO cross northern 
France. Heavy showers wffl break 
out over the Alps. The central 
Medfterranean wffl have prolonged 
thunders to rms, but southern 
Europe will hot and siaviy. 

Five-day forecast 

Greece aid the Balkans wffl have 
thunderstorms tomorrow but the 
Mediterranean wffl become dry and 
sunny by the end of fee week. 
Northern Europe wfl be parffeufarfy 
unsettled wtth rain across the 
British Isles spreading Wo northern 
France and Scandfnavta on Thurs- 
day and thunderstorms returning to 
fee Alps on Friday. 
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Societe Generate de Surveillance 
seeks new board and chairman 


Socidte Generate de Surveillance, the world's 
biggest inspection and testing company, is 
seeking a new chairman and board of directors 
following a 91 per cent drop in first haif net 
income to SFriQm ($6. 5m). The company, 
which expects to make a “substantial net loss" 
for the full year, rushed out its results a week 
ahead of schedule and announced it was calling 
an extraordinary meeting for October 13. 


Northrop open to European (ink- up 

Northrop Grumman, 
the US defence con- 
tractor, would be inter- 
*>r ested in an alliance 
with a European com- 
pany, said Kent Kresa 
(left), chairman. But the 
possibilities for such an 
arrangement would 
depend on the attitude 
of governments. He 
predicted a prosperous 
and independent future 
for Northrop following the collapse of its pro- 
posed acquisition by Lockheed Marlin. Page 23 



Pernod- Ricard looks to exports 

Pemod-Ricard sparked a storm of protest when 
it acquired Jan Becher, the Czech distiller, last 
year. Though its Becherovka liqueur is a well 
established brand, domestic safes were weaker 
in the first quarter. But toe French drinks group 
sees exports as toe key to success. Page 22 


Beriian’s profits steam ahead 

Bed fan Laju Tanker, the Indonesian shipping 
company, is steaming ahead while most of the 
country's conglomerates are sinking. Its liquid 
cargo shipping business reported a tenfold 
increase in net profits for the first half. Page 24 

1SMA condemns interest tax plans 

The International Securities Markets Associa- 
tion, trade association for the bond markets, 
condemned as “extremely damaging” European 
Union plans for a 20 per cent withholding tax 
on interest payments in Europe. Page 28 


Tel Aviv appears to weather storm 

Israel can count itself 
lucky that it has not 


Israel 

TA 100 Into 
340 



Same fiotratrcwtTCV 


caught too bad a dose 
of the contagion affect- 
ing emerging markets. 
TheTA 100 and the 
Maof-25 indices have 
declined by 9 per cent 
recently. Yet analysts 
believe toe Tel Aviv 


bourse has so far 
weathered the storm. 
They say there is no 
reason why investors should not return because 
toe fundamentals remain sound. Page 40 
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AS GERMAN J0INT VENTURE REJECTS US GROUP'S TERMS AND ABANDONS YEAR-LONG NEGOTOTIATION 

Veba-RWE end BellSouth talks 


Competition 
authorities 
would look 


By Ralph Atidns in Bom and 
Tracy Corrigan In New York 


Veba and RWE, the German 
industrial conglomerates, have 
abandoned plans to bring Bell- 
South, the US telecoms group, 
into their telecoms joint ven- 
ture, o.tel.o. in another setback 
to their push into the newly 
liberalised German market. 

The collapse of negotiations, 
announced yesterday, followed 
more than a year of talks. Bell- 
South would have replaced 
Cable and Wireless of the UK. 
which quit the Veba-RWE 
partnership in February 1997. 

O.tel.o - which has now- 
given up seeking an interna- 


tional partner - hopes to 
become one of the main chal- 
lengers to Deutsche Telekom, 
the former monopoly. But a 
series of strategic mistakes led 
to the departure earlier this 
summer of Ulf Bohla. chair- 
man, and to the group being 
wrong-footed by competitors. 

It started public voice ser- 
vices only in March, while Ger- 
many’s low “Interco nnnectio n " 
rate - the price set for linking 
networks with Deutsche Tele- 
kom - has reduced the value 
of o.teLo's heavy investment in 
infrastructure. 

In addition, a price war In 
the German telecoms market 
would have reduced the attrac- 


tion of a stake in o.teLo, which 
cut its prices by up to 37 per 
cent last month. 

"It is a more challenging 
investment prospect - to put it 
tactfully.” said Peter Roe, tele- 
coms analyst at Paribas in 
London. 

O.tel.o is currently drawing 
up a new business plan. Mr 
Roe added: “The telecoms 
industry is moving at a much 
faster rate than the decision- 
making processes of Veba and 
RWE can cope with.” 

BellSouth is understood to 
have demanded safeguards 
that would have allowed it to 
leave the venture easily if 
expectations were not fulfilled. 



Piech’s hints and claims fail to 
secure a truck maker for VW 


By Haig Stanonfan 
in London 


A nalysts' reactions have 
varied from derision to 
resignation at the latest 
efforts by Ferdinand PiBch, 
Volkswagen's unpredictable 
chairman, to expand his 
empire. 

Recent comments by Mr 
Pi£ch that VW could buy up to 
25 per cent of rival German 
carmaker BMW prompted a 
swift denial from the taciturn 
Quandts, BMW's controlling 
family. A spokesman dis- 
missed as “false” bis sugges- 
tions that some family mem- 
bers wanted to sell. 

The spat was the latest inci- 
dent in which the autocratic 
Mr Piech has upset his rivals 
with apparently groundless 
claims. 

For the past nine months, he 
has been the bane of Europe’s 
truckmakers after regularly 
hinting VW was poised to buy 
a big commercial vehicles 
group. Germany's MAN and 
Sweden's Scania and Volvo 
have all issued denials at one 
time or another. 

At this month's Hanover 
truck show, it fell to Bemd 
Wiedemann, WTs head of 
commercial vehicles, to set the 
record straight. Mr Wiede- 
mann did not contradict his 
boss: heads have rolled for 
less. But he noted VW could 


choose between a takeover, 
negotiating a joint venture or 
going rt alone. Of the three, 
the last was the most likely, be 
implied. 

Mr Wiedemann will not com- 
ment on VW's rumoured 
acquisition talks. Analysts 
believe negotiations have 
taken place with various man- 
ufacturers. As with cars, the 
commercial vehicles industry 
is rife with speculation about 
consolidation. Most manufac- 
turers admit they are talking 
to others. 

Mr PiScb wants to build 
trucks because he thinks that 
will reduce VW’s dependence 
on cars, where demand swings 
in steep cycles. He sees econo- 
mies of scale in commercial 
vehicles as VW already makes 
trucks and buses in Brazil. 

However, none of Mr Wiede- 
mann's three options is ideal. 
A takeover would provide mar- 
ket share and an instant dealer 
network. 

VW's attempts - real and 
rumoured - to buy a truck- 
maker have been fruitless, 
although none has brought 
quite the vehement reaction of 
the Quandts. VW attributes 
their reluctance to the buoyant 
market US sales are booming 
and even in Europe demand 
has far exceeded expectations. 
That has reinforced some man- 
ufacturers’ resolve to stay 
independent and pushed np 


prices for those, such as 
Scania, which might be for 
sale. “Of course, there’s an 
entrance fee." admits Mr Wie- 
demann. 

Matters have been compli- 
cated by recent stock market 
volatility. The precipitous fall 
in VW’s stock has reduced the 
attractions of an all-paper deal 
to a potential vendor. 

Joint ventures have proved 
no more fruitful. For some 
months, VW worked with 
Scania on plans for a new 
medium-weight truck. How- 
ever, that effectively collapsed 
when the Swedish group 
became disillusioned with its 
potential partner’s repeated 
claims it wanted to acquire 
rather than co-operate. 

Hence VW’s current focus on 
developing trucks indepen- 
dently. That, says Mr Wiede- 
mann, will also provide time to 
build up a specialised sales 
network. 

But be admits VW’s own pri- 
orities have also shifted. While 
trucks remain important VW 
is focusing on its plans to 
develop a new sports utility 
vehicle with Porsche. 

With demand for such high- 
margin products booming, 
attention has moved away 
from heavy trucks. But know- 
ing the restless Mr Piech, it 
will probably not be long 
before reports of an imminent 
takeover resurface. 


Billiton bids for rest of QNI 
as profits beat expectations 


By KenneSt Gooding, 
Mining Correspondent 


Billiton, the UK-based 
international metals and min- 
ing group which listed in Lon- 
don in July last year, yester- 
day reported maiden profits at 
the top end of expectations. 

It sprang a surprise A$373m 
i ranim ) hid for the 47.6 per 
cent of Australia’s QNI it does 
not own. QNI is the world's 
fifth largest nickel producer. 

Billiton’s pre-tax profits 
reached US$838m For the year 
to June 30 against SQttm is the 
previous 12 months, a year 
when there were $230m of 
exceptional profits from the 
sale of non core assets. There 
were no exceptional Items in 
the year to Jane. 

Attributable profit was 
$48lm against 8337m but, when 
exceptional items were 
excluded, there was a 44 per 


cent increase, from $335m to 
S481m. Earnings per share 
were 22 3 cents (3i3 cents). Bil- 
liton is paying a 7 cents final 
dividend making 10% cents for 
the year, 

Billiton merged its nickel 
interests with QNI a year ago 
and has 52.4 per cent of the 
enlarged group. It is taking 
advantage erf 1 a combination of 
low currency and low commod- 
ity prices to make an offer it 
believes is attractive to minor- 
ity shareholders. 

It said its 90 Australian 
cents a share offer for QNI rep- 
resented a 34 per cent pre- 
mium on the weighted average 
trading price of 67 cents in the 
past three months. 

QNI shares closed 4 cents, or 
6.3 per cent, higher at 68 cents 
on Friday. The shares have 
been down to 56 cents in 1999 
but in May last year were 
AS2J31. 


QNI said the offer was unso- 
licited and advised sharehold- 
ers to take no action for the 
time being. 

Billiton shares yesterday 
reached 128Vzp at one point 
before easing back to close 
4'/ip, or 3.7 per cent up, at 

126'/ z p. 

Billiton also also unveiled a 
scheme that will enable it to 
start buying its own shares in 
October, as soon as sharehold- 
ers give approval, instead of 
having to wait for UK 
advanced corporation tax 
changes in April 

Brian Gilbertson, chairman. 
also revealed that Billiton had 
won the support of Liberty 
Life of South Africa for its 
RSJffbn (8460m) hid for the 
minority holdings in ingwe, 
the world's biggest thermal 
coal exporter. 


Lex, Page 20 


Under an outline deal 
announced in April BellSouth 
would have received a 15.5 per 
cent share in o.tel.o in return 
for bringing into the joint ven- 
ture its 22.5 per cent share in 
E-Plus, the mobile telephone 
company that is already 60.3 
per cent owned by o.telo. 

However. Veba and RWE 
made clear yesterday they 
were not prepared to accept 
BellSouth 's terms. Instead, the 
22.5 per cent stake in o.tel.o. 
held in reserve by Veba since 
C&W left, will be split between 
the two groups with RWE pay- 
ing DMIJJbn (8660m) next July 
to increase its stake to 49 per 
cent. 


By John WHtaian in London and 
Christopher Bobinsicy in Warsaw 


PepsiCo, the US drinks and 
snacks group, has sold the 
chocolate business of Wedel, 
its Polish subsidiary, to Cad- 
bury Schweppes, the UK con- 
fectionery and soft drinks 
group, for $7&5m in cash. 

The acquisition means that 
Cadbury Schweppes is now 
Poland’s largest chocolate pro- 
ducer. with 28 per cent of the 
market - ahead or rivals such 
as Nestle, Mars and Kraft 
Jacobs Suchard. 

PepsiCo is also in negotia- 
tions with a second UK group. 
United Biscuits, over the dis- 
posal of the Wedel biscuit 
operation. The two Wedel busi- 
nesses were expected to bring 
in around 8200m when they 
were put up for sale in June. 

The disposal is part of 
PepsiCo's strategy of focusing 
on soft drinks and salty 
snacks. The US group said it 
planned to invest another 
$200m over the next few years 
in Poland to expand its Frito- 
Lay snacks operations and its 
Pepsi Cola drinks business. 

PepsiCo bought a 40 per cent 
stake in Wedel in 1991 for S24m 
and acquired the remaining 
shares this year. The sale of its 
biscuits operation to United 
Biscuits would complete a 
complex package of deals 
between the two companies 
that began last year when UB 
sold The Smiths Snackfood 
Company of Australia to 
PepsiCo. At the same time UB 


Those clos>e lo the talks with 
BellSouth suggested that the 
US group, facing pressure in 
its home market, had shied 
away from an "offensive” 
investment overseas. 

BellSouth declined to com- 
ment on details of the talks, 
but said the companies would 
continue to explore possible 
synergies between o.tel.o and 
E-Plus. It said there were cur- 
rently no plans to sell Bell- 
South’s slake in E-Pius. 

Veba and RWE said they 
believed co-operation between 
o.tel.o and E-PIus could still he 
intensified. The new manage- 
ment of o.tel.o expects start-up 
losses of DM2bn this year. 


acquired Biscuiterie Nantaise. 
PepsiCo's French biscuit sub- 
sidiary. The two deals resulted 
in a net payment to UB of 
S410m, payable in instalments. 

The two companies are still 
haggling over a price for the 
Wedel biscuit operation, but, if 
agreement is reached, the 
amount owed to UB by 
PepsiCo would be reduced to 
cover the payment 

UB currently has under 20 
per cent of the Polish market 
through the 80 per cent stoke 
in San, the biscuit maker, it 
bought in 1994 for E19.1m 
(S32m), against competition 
from Bahlsen of Germany and 
BSN, the French group now 
known as Danone. San is 
based at Jaroslaw In the south- 
east of Poland, close to the bor- 
der with Ukraine. 

Acquisition of the Wedel bisr 
cuits division would give UB a 
market share of more than 40 
per cent, which could fall foul 
of the regulators. There is con- 
cern in Poland over the domi- 
nation of consumer markets by 
western groups. 

Poland is one of the largest 
markets for chocolate bars in 
Europe. Sales of chocolate 
have been growing at an aver- 
age of 17 per cent a year since 
1990. Wedel's Warsaw confec- 
tionery factory, with l.ioo 
employees, produced sales of 
302m zlotys ($Blm) last year. 

The sale of both Wedel busi- 
nesses is being handled for 
PepsiCo by ABN Amro Corpo- 
rate Finance, part of the Dutch 
banking group. 


at BSkyB 
soccer bid 

By Patrick Harversm, David 
Wlghton and Caltiy Newman 
in London 


Britain’s Office of Fair Trading 
, will scrutinise any proposed 
takeover or Manchester United 
football club by BSkyB, the 
satellite broadcaster that is 
part or Rupert Murdoch's 
media empire. 

Although BSkyB and the 
UK’s biggest football club said 
no agreement had been struck, 
shares in the club leapt 47' ,p 
in 206' ; p on the stock market. 
Analysts believe BSkyB could 
offer ns much as 220p a share 
for the team, valuing it at just 
under £575m. 

However. BSkyB. which is 
40 per cent owned by Mr Mur- 
doch’s News Corporation, may 
face competition. Enic, the lei- 
sure group with interests in 
several European football 
clubs, is considering mounting 
a rival bid for team. 

The group is believed ta 
have contacted Time Warner, 
the US entertainment group, 
which is a shareholder in Enic 
and a likely backer of any offer 
for the club. Enic may wait 
until the UK government has 
decided whether to refer a 
BSkyB takeover to the compe- 
tition authorities before mak- 
ing an offer. 

Peter Mandelson, the indus- 
try secretary who will decide 
on any Monopolies and Merg- 
ers Commission inquiry, said 
any BSkyB bid would be scru- 
tinised by the OFT. "If a bid 
goes ahead, it will be notified 
to the director general of fair 
trading and be will look at it 
very completely and extremely 
searchingly." he said. The OFT 
would advise him on the need 
for an MMC investigation. 

Conscious of the popular 
opposition to a takeover by 
BSkyB - which owns the 
exclusive television rights to 
live Premier League football - 
ministers have openly 
expressed concern. 

Tony Lloyd, the foreign 
office minister who is a Man- 
chester MP. said: "There are 
concerns that Mr Murdoch and 
his broadcasting empire 
already control a large part of 
live football. Manchester 
United as a premier team may- 
get a degree of control which 
is unhealthy for the ordinary 
supporter." 


A price on dodgy knees, Page 26 
Editorial Comment, Page 19 
Lex, Page 20 


PepsiCo sells off 
Polish chocolate 
business for $77m 


Fact #7 

The firm that is one 
of the w orld ’s premier 
investment banks, 
is a leader in the field 
ol asset management. 


We capitalise on our global resources, including 1 1,000 
professionals in 38 offices, to offer clients a wide range 
of investment products. Asset Management brings a 
rigorous and systematic approach to the management 
of over $150 billion in global assets by combining its 
own research with that of the firm and third party 
providers. The feet is dean The firm is Goldman Sachs. 

Goldman Sachs Asset Management 
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ING injects FI 50m into clearing offshoot 


By Gordon Gramb hi Amsterdam 


ING, the Dutch financial 
group, has had to inject 
some FI 50m ($25m) into a 
clearing subsidiary on the 
Amsterdam options ex- 
change after a big market- 
maker ran into liquidity 
problems. 

The ING unit, called Extra 
Clearing, was hit by an indi- 
rect exposure to Akzo Nobel, 
the chemicals group. Shares 
in Akzo stand 40 per cent 
below their mid-July peak. 


falling FI 1.30 yesterday to 
FI 77.50- 

That latest decline was 
attributed to the forced sale 
of a large block in 
Amhemsche, a tax-efficient 
Dutch vehicle for holding 
Akzo shares, by Goed 
Gedaan Options. 

Goed Gedaan. controlled 
by the 30-year-old Allard 
Jakobs, had in the past three 
years grown to rank among 
the top five players on the 
city's options and futures 
market. 


Yesterday ING said it 
would no longer have Goed 
Gedaan as a customer of 
Extra Clearing, where It was 
also bolstering management. 
It fliWed that one other cli- 
ent. which it refused to 
name, had an exposure 
which was being covered by 
the capital injection. 

“You can say we have pre- 
vious experience in manag- 
ing positions that have gone 
wrong," ING said. The group 
rescued Barings of the UK in 
1995 after its capital was 


wiped out by the illicit deriv- 
atives trading, of Nick Lee- 
son inSingapore. 

Amsterdam Exchanges, 
operator of the Netherlands' 
equity and derivatives mar- 
kets. said there were “no fur- 
ther. precautions" needed 
after the amount provided 
by ING. 

The banking and insur- 
ance group took full control 
of Extra Clearing last year. 
Goed Gedaan - whose namp 
means “well done" - was 
one of Its biggest clients. 


Last December Mr Jakobs 
declared an Interest of more 
'than' 5 per cent In 
A mhems che, which in turn 
controls some 11 per cent of 
Akzo. Shares in Akzo have 
fallen recently because of 
the turmoil in world markets 
and cyclical uncertainties 
for the European chemicals 
industry - as well as worries 
over bow the company was 
to refinance its acq uisiti on, 
of Courtaulds in the UK 
Akzo said yesterday that 
planned divestments .would 


cover a significant part of 
the roughly FUim purchase' 
cost, and no share issue was 
immediately, in prospect. 

But problems worsened 
last week for Goed Gedaan 
as the spread .widened 
between the value :af Akzo 
and Amhemsche shares. 

The holding of some 15m 
shares, which had allowed it 
to avoid dividend tax, was 
sold yesterday as trading 
volume in Amhemsche 
reached neatly 300 times the 
recent daily average. 


Pemod-Ricard hopes to cheer spirited Czechs 

French drinks group 
sees exports as key 
to success in 
republic, writes 

Robert Anderson 

W hen Pemod-Ricard 
added the liqueur 
Becherovka to its 
portfolio of brands last year 
it could not have anticipated 
the storm of protest the 
acquisition would arouse in 
the Czech Republic. 

Rival bidders in the priva- 
tisation tender for Jan 
Becher. the distiller, com- 
plained that the K62bn 
(JfrLSm) offer by the winning 
consortium - in which the 
French drinks company 
holds 40 per cent - had not 
been the highest and that its 
business plan was the worst. 

Newspapers hinted of a 
deal stitched up between the 
three parties in the govern- 
ing coalition and speculated 
about the political influence 
of Karl Schwarzenberg, the 
Czech aristocrat who owns 
20 per cent of the consor- 
tium. 

The incoming Social Dem- 
ocrat government has also 
indicated that it wants to 
take a closer look at the 
company's privatisation. 

“Our privatisation came 
when the atmosphere was 
pretty heated,” says Alan 
Walden-Jones. chairman and 
chief executive of Jan 
Becher and former business 
development director at 
Pemod-Ricard. 

He says that last Septem- 
ber's sale was caught up in 
the backlash against otber 
unpopular privatisations and 
in mounting speculation 
about cabinet corruption 
which eventually led to the 
tall of the government 3." 

But he admits that the prF 
vatisation was bound to be 
sensitive because “Bechetf 
ovka is to some extent 
national property‘s 
Although the dr ink has only 
10.5 per cent of the domestic 
spirits market it is the only 
liqueur with a big export 
demand and it has a long 
history and a well estab- 
lished place in Czech life. 

The herb-based drink was 
first made In 1807 by an 
apothecary as a gastric medi- 
cine to accompany cures at 
the elegant west Bohemian 
spa town of Karlovy Vary, 
then known as Karlsbad. 



Mixing you drink: the secret recipe b stS believed to ward off colds 


The “13th spring of Kar- 
lovy Vary" is now drunk as 
an aperitif, digestif or used 
as a mixer, and the secret 
combination of herbs, local 
spa water and maturation In 
oak barrels is stOl believed 
by Czechs to aid digestion 
and ward off colds. 

Its international reputa- 
tion is such that the bitter- 
sweet liqueur could even be 
sold during prohibition in 
the US because it was classi- 
fied as medicinal. 

“Becherovka is one of the 
world's most solidly estab- 
lished local brands.” says Mr 
Walden-Jones. It therefore 
fits Pemod-Ricard’s strategy 
of acquiring local brands 
with regional export poten- 
tial and whose distribution 
networks can be used to sell 
Pemod-Ricard 's global 
brands. 

“We purchase networks 
which are leading brands In 
their own countries,” says 
Alaln-Serge Delaitte, head of 
communications. 

Last year, Pemod-Ricard 
bought Larios, the Spanish 
gin maker, and in June, the 
Yerevan brandy company in 
Armenia. Its plan for the 
new brands is to match Us 


success with the Italian 
liqueur Ramazzotti, which 
now sells more in Germany 
than at home. 

Since it bought JaH 
Becher, Pemod-Rtcard has 
concentrated on improving 
the production flow and mar- 
keting. restructuring the 
finance departments and 
creating its own distribution , 
network. . 

P lzensky Prazdroj, the 
country's biggest 
brewer, lost its exclu- 
sive distribution contract 
and is now only one of the 
distributors the company 
uses. Pemod-Ricard was also 
able to close Us own distri- 
bution company and merge 
it into Jan Becher's new net- 
work. 

The company’s net profit 
rose 8 per cent last year to 
KC149.6m on revenues up 12 
per cent at KC848m. Domes- 
tic sales increased 3.7 per 
cent to 8.6m litres, but are 
weaker in this year’s flrsk 
quarter because Czechs are 
spending less and imported 
brands continue to make 
inroads thanks to big adver- 
tising campaigns. 

Mr Walden-Jones says a 20 


per cent rise in excise tax is 
not helping and that it 
threatens Pernod-Ricard’s 
ability to meet the secret 
sales targets in the privatisa- 
tion tender. 

“The privatisation targets 
are perfectly reasonable and 
achievable if the Czech mar- 
ket remains the same size U 
was in 1997,” he says. “But it 
hasn't." 

The company hopes 
exports, using the Pemod- 
Ricard network, mil make 
up the difference. Exports 
rose 5.7 per cent last year 
but are still only 12 per cent 
of unit sales and 9 per cent 
of revenues. 

Pemod-Ricard wants to 
increase sales in western 
aDd eastern Europe, 
although U says low incomes : 
and high import duties will ' 
hold back sales among the 
Czech Republic’s neigh- . 
hours. 

It has restarted exports to 
Russia, where, like other 
Czech brewers, the company 
sees great potential as Czech 
products have traditionally 
had a good reputation. 

Becherovka used to be' 
well known in Russia before 
former President Mikhail 


Gorbachev killed sales with 
his anti-alcohol campaign in 
the mid-1980s. 

However, the company 
faces .a serious problem in 
Germany - the liqueur’s big- 
gest market after the Czech 
Republic and Slovakia - 
owing to a trademark dis- 
pute with Under berg, a Ger- 
man drinks company. 

Underberg obtained the 
secret recipe from a member 
of the Becher family and its 
exclusive right to the trade- 
mark has been supported by 
German courts. 

Talks have yet to start 
between Jan Becher’s new 
owners, and Underberg, but 
Mr Delaitte says: “Germany 
is certainly one of the coun- 
tries we would like to export 
to." 

Pemod-Ricard says that it 
plans eventually to double 
last year's sales of 9.75m lit- 
res by expan ding exports. 

“I see -no reason why we 
could not sell 2m cases [18m 
litres L": says Mr Walden- 
Jones. “It is achievable in 
well under 10 years." 

Such a level of success 
might allow Czechs to 'for- 
give it for buying their 
national liqueur. 


Anglo 
American 
in R4bn 
zinc plan 


By Victor Manet 
In Johannesburg 


Anglo American Corp, the 
South African mining house, 
plans to spend R4bn (3843m) 
developing the Gamsberg 
zinc deposit in the Northern 
Cape. 

The move shows the group 
remains undeterred by slack 
demand for base matate in 
the aftermath of the. Asian 
financial crisis. -. 


Last week Anglo agreed to 
buy the 55 per emit of Gams- 
berg zinc Corporation that it 
does not already own for 
RI65m In cash from Gold 
Fields of South Africa, the 
former conglomerate that 
will shortly cease to exist 
after selling its remaining 
assets or spinning t hem off 
to shareholders. 

Anglo may also acquire 
55.4 per cent of Black Moun- 
tain Mineral Development 
Company from GFSA and its 
associates for R155m cash. 

Julian Ogilvie Thompson 
Anglo chairman, said the 
depreciation of the rand and 
the application of new tech- 
nology should ensure attrac- 
tive returns from Gamsberg, 
even though the deposit was 
low grade. 

Anglo said Gamsberg’s 
cash operating costs, includ- 
ing minor income from by- 
products. should be about 30 
US cents per pound of zinc, 
making it one of the lowest- 
cost producers. 

Gamsberg has about 90m 
tonnes of ore reserves at a 
zinc grade of 634 per cent, 
meaning it could produce 
200.000 tonnes of zinc a year 
for more than 25 years. 

The project is likely to 
employ about 2,000 people 
boosting the depressed econ 
omy of the Northern Cape. 

An Important element of 
Anglo’s plans is the use of 
more efficient processing 
technology. The company 
wffl evaluate new processes 
in association with Mintek, 
the partially government 
funded research organisa- 
tion, culminating in a pilot 
project next year. Assuming 
that results are positive, the 
mine would be In production 
towards the end of 2002. 


UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 


IN RE: 


OLYMPIA & YORK MAIDEN LANE 
COMPANY LLC AND OLYMPIA & 
YORK MAIDEN LANE FINANCE CORP., 

Debtors. 


CHAPTER 11 CASE NOS. 
986 46167 AND 
988 46168 (JLG) 


NOTICE OF HEARINGS TO CONSIDER APPROVAL OF DEBTORS' DSCtOSURESTXTEMENT AND 

SOUCHAnOM PROCEDURES. AND CONTPUIUITION OF DEBTORS* PLAN OF REORQAMZATION 

NOTICE B HEREBY (SVEN as Mows: 

1 . On August 26 . 1998 . Otar?ia&Ybrk Makten Lane Company LLC end Olympia &Wuk Malden Lana 
France Corp> deteocs and ataate m possession (ti» “Deteoid’). N«d pe«ons tar nM wider tfaptar 11 
ol He 11 . United Stales Code (The "Banknjptey Co*n, and also teed ■ motion raquwttog tie Court toll) 
aswcMe a hearing to consider (a) approval of DetaxV Disclosure Statement, dated Arne 30. 1996 (tha 
“Disclosure Statement"), and the Debton' procedures for soUcftaSon of votes to accept or reject the 
Debtors 1 Joint Plan d ReorganUaaan under Chapter 11 at Vw Bontaupfcy Code, dated Jura 30, 1998 (The 
•Ptarf). and (b) cooperation ol The Ban; and ( 2 ) approve the tare ol notice toereof. 


X This notice has been sent to afl credtom ol (he Debtors, 
ol Pta nodes does not mdcate tint you are Impaired under the Plea 
Van holders of the Notes are unlmpemd. 

HEARING ON APPROVAL OF 


. Receipt 
r the Plan, al credtere other 


. and any objections thereto Qha "Dtodosum Statement Hearing^, has been 
taniroptcy Court lor the Southern District ot New >brit tor October 1*. 1998 

at 200 PJTL, New Ybris Cby time, at me Unud Stans Court House, One Boating Green, Nat* Wxfc, New 

YMt 10004 before tee Honorable Jones L Garitty, Jr, Untied States Banknacy Judge, ex atffch time any 

party h Interest who has not waived Ks tight to abject, may appear and ate® fis ebjeedana, ■ an* to the 

approval of the Otsciosure SUerrwan as contaMng adequate MarmaOan arttar to me DebkxV pnatedures 

for ■ateftation of votes b accept or reject the Plan, nq fatar nodes shaV be poridad to creators, Haras 

holders, or any other patty of any aqounmem of Bn Dbdosure Stttemam Heating announced to open 
court at the Disclosure Statement Heettogoraiany siaequeniDtodosure Statement Heutog. 

4. Any objector* to the Ottcfcsure Statement andfcr to fa Debmr aofcftaaon ol votes to acceptor 
reject the Plan must be to writing and must be Bed with the Court and earved upon: (i) counsel to the 
Debtee, Paul D. Leake. Esq. Wen. Gotshal & Manges LLP, 787 Ffflh Awftie, Now YWfc, Neat YMt 10153, 
ag ensue! to the Ad Hoc Noteholders Committee, Denial H. Gotten, Esq. Smock S Smock & Iran 
LLP, 180 Maiden Lane. New Rxk, New Ybrtc 10039, (3) counsel to Ihe Indanure Trustee. DavtoE. Ratter, 
Esq. Kefloy D»yd A W&mn ULP, 101 PaA Avenue, New'rtxk, NawYWt 10178, and P " * 

Urfted States Trustee. 80 Broad Street New Vbrit, New Itok 10004, so ss to be i 
case not taler than Oartw 5, 1998, at M0 pm, NawYotk CBy time. 

Unless an objection la timely served and (Bad in a cco rdance ertBi litis notice ft wfll not be 
een tkla rnd by the Court. 

HgARPlQON CQHHRMATIONOFTHEPLAM 

5. A hearing to consider conflrntadon ol the Plan and any abjatfon Suren rma XonlWmaBon 
Hgartng"} has been scheduled by the United Stales Bankruptcy Court for the Southern Disna of New Ybrk 

at me Untied Stans Court House. One Baatog Green. New Starts New Ybtk 10004. before Bn Honorable 

James L Gantty, Jr.. Unted Stales Bartm^ncy Judge, at the same time and date sat forth above m 

paregraph 3 tor tin Dceksure Stteemere Hearing referred ip Nme or al such later time m tMemtoed by 

pie Court at Ihe condusion of tin Dtsdosue Statement Hearing. No further notice shot be prawned to 

ctHSaa, merest natters, or eny other patty at any adjournment of Via ConPmaoon Heeitog armowced in 

open court at me G un B mid B un Heating or at any subsequent Confl t malion Heating. 

6. Any objection? to cortlr ma so n al the Plan mug be In wrffog and must be Ned edhtiwOmit ana 

m e^tra^rttoitii in^^hamow eoaeto beaflBifraBfea I" eechcew not later 

Unless an objection is timaty served and am to accordant* with Otis notice a wit not bo 
considered by the Court. 

Dated Now Ybrit New Ybrfc 

Augst27, 1998 /S I Hononbte J^aaLCmrity, Jr. 

tfnrtad States SanluvptcT Judge 


DaimlerChrysler to be 
biggest in DAX index 


By Graham Bowtey 
In Frankfurt 


DaimlerChrysler, the new 
US-German group, will 
become the biggest company - 
on Germany’s stock 
exchange, overtaking Alli- 
anz. fbp insurer, when trad- 
ing of its shares begins this 
year. 

The Deutsche B5rse, 
Germany’s main stock 
exchange, said yesterday 
DaimlerChrysler would 
account for 14 per cent of 
market capitalisation of all 
companies listed on the chief 
DAX stock exchange index. 

Allianz accounts for 9.8 
per cent of the DAX at pres- 
ent, and Daimler-Benz. 7.8 
percent 

The announcement came 
as Daimler-Benz, Germany’s 
biggest industrial group, 
which Is merging with 
Chrysler of the US, said 
strong first-half sales growth 
continued into the second 
half of thin year. 

Group sales in the first 
seven months of this year 
increased 21 per cent to 
DM79£bn, it said. 

The group repeated that it 
expected full-year sales to 
rise to DM140bn r compared 
with" DM124bn last year. 

The company said it saw 
the positive earnings devel- 
opment from the first half of 
this year also continuing at 
the beginning of the second 
half of 1998. 

Daimler's passenger' car 
division increased sales by 
23 per cent to DM38bn in the 
first seven months, it said 



Wheel of fortune: JiirsOT Schrempp h the new Mercedes S-ctess AP 


yesterday. Sales in Japan 
had been hit by the coun- 
try’s financial and economic 
crisis. 

The number of new car- 
registrations In' Japan 
dropped 5 per cent to 23,900 
units. 

Despite the. setback in 
Japan, the strong growth in 
the Mercedes-Benz car divi- 
sion reflects the continued 
importance of the car group 
at the centre of Daimler- 
Benz. 

. After record lasses earliwr 
this decade, Jflrgen 
Schrempp, chairman, 
restructured Daimler by cut- 
ting jobs and jettisoning 
unprofitable activities to 
concentrate on core busi- 


NEWS DIGEST 


TEXTILES 


nesses, of which Mercedes is 
arguably the most impor- 
tant. 

Daimler yesterday 
unveiled a new edition' of its 
top-range Mercedes-Benz 
S-Class car. 

Daimler shareholder are 
due to hold a special malt ing 
on September 18 to vote on 
the merger with Chrysler. If 
they approve the merger and 
agree to the terms on which 
shares are to be ™haTig Pri. 
the new group’s shares 
would then be listed shortly 
afterwards. 

The Deutsche Borse said 
that the new Daimler- 
Chiysler shares were expec- 
ted to be listed in FrankfUrt 
first 



Lenzing parent revamp 
helps return to profit 

Shares in Lenzing, the Austrian fibremaker, rose nearly 9 
per cent yesterday after the group.reporied a return to 
profit for the first half after losses last year. Lenzing also 
said It was axpactiriga “positive’’ fan-year pre-tax profit, 
after a losaof Sch653m ($53.5m) in 1997, but warned that 
earnings growth in the second half would be “considerably 
weaker”, because of difficulties In Asia. Rrst-haif net profit 
was Sch186m. broadly in line with expectations, and 
reversed a loss^of Sch173.6m in the same period last year. 
Sales were; Sch4-2bn against Sch3.97bn: . 

Lenzing attributed the strong improvement to very good 

resulte by the parent conqiany as the restructuring of 

Lenzing Ffcers^'rts US business, took effect. However, it 
warned that the world textile market would soften in the 
second half, on very weak cotton and polyester fibre 
prices and the pressure on yam prices in Asia 

This would be partially offset by stable demand in 
Europe for its viscose products. The group’s specialisation 
on rayon and modal production allowed it to detach itself 
from the pricing pressures seen on standard viscose fibre 
products. Agencies, Vienna 

UTIUTTES ^ 

Bouygues in talks over unit 

Bouygues, the French construction and utilities group, yes- 
terday confirmed it was in talks with General Public Utili- 
ties of the US "end others" about the sale of a minority 
share in its Saur water distribution and public services 
subsidiary. 

Bouygues said in April it wanted ~a transatlantic partner 
for Saur to help it develop in the North American market 
Martin Bouygues, chairman, has said he is looking for an 
industrial operator which would come into Saur with a 
minority stake. Bouygues' desire to retain majority control 
may be offpiitting to GPU, a US east coast electrical com- 
pany which -operates the Three Mile Island plant made 
famous by a 1979 nuclear accident, and to Enron, the US 
energy company also believed to be interested In Saur. 

There is also speculation that In its efforts to resist the 
takeover attentions of Vincent Boflerfi. the French entre- 
preneur, Bouygues could sell most or aH of its 84 per cent 
share In Saur. David Buchan, Paris 


STEEL 


Demand lifts Boehler-Uddeholm 

Boehler-Uddehoim, the Austrian maker of high-grade steel, 
sakl strong demand for special steels in Europe and the 
US helped boost first-half profits. The group, one of Aus- 
tria's largest companies, said pre-tax profit increased 50 
per cent to Sch675m ($55m) in the first six months of 
1998, in line with expectations, while net profit before 
minority inte r ests jumped 60 per cent to Sch513m. 

Bus ness was strong in the first quarter and slightly 
improved in the second, due to "strong demand for spe- 
cial steels arid special steel products mainly in Europe and 
the USA," the company said. The company reported 
excellent demand in the first six months with incoming 
orders up 26 per cent at Sch7.34bn, "the highest order 
intake for a half-year to date fix’ the group". 

Boehler-Uddeholm said it aimed to achieve a 1998 oper- 
ating profit comparable to the levels gained during the 
record year for steel in 1995. when foe figure was 
Sch1.5bn. Operating profit for the first half rose 40 per 
cent to Sch774m. Turnover was Sch9.66bn. up 10 per 
cent Shares in Boehler-Uddeholm closed at Sch605 on 
the Vienna stock exchange. Reuters, Vienna 


COPPER PRODUCTS 


KM Europa rides out price dip 

KM Europa Metal, the world's largest supplier of finished 
and semi-finished copper and copper alloy products, said 
yesterday that a 26 per cent rise in first-half profits put It 
on course for a 15 per cent increase for the full year. 

Pre-tax profits at the German group, which is controlled 
by SMI of Italy, rose to DM88m (S50.7m) against DM70.1 m 
in foe corresponding period of 1997. Revenues totalled 
DM2.04bn, down from DM2.1 Ibn last time. The result is 
In line with the previously announced forecast for foe full 
year of 1998 of plus 15 per cent before tax," KME said. 
Pre-tax profits were DM1 50.8m in 1997. 

New orders during the first half grew by 8.1 per cent and 
KME said there had been a “modest Improvement in Euro- 
pean domestic demand”. All divisions contributed to 
increased profits and first orders for euro coin blanks were 
“In line with expectations". 

KME said it had not been affected by a sharp downturn 
in copper prices. “KME companies pass through to end 
users the actual market price of the metal used. As a 
result the company is not primarily affected by these 
changes," it said. Agencies, London ' 


INFORMATION TECHNOLOGY 


Belgian group soars 105% 

Real Software, the Belgian software group, yesterday said 
first-half 1998 earnings soared 105 per cent and predicted 
full-year revenues and profits would increase by at least 75 
per cent over 1997. “{At] the beginning of the year we said 
we would have growth of 50 per cent," said Rudy H age- 
man. president. “We now see a minimum of 75 per cent 
growth for revalues and profits." In 1997 foe group made 
a net profit of BFr108.23m on revenues of BFr1.61bn. 

First-half group net profit this time rose to BFr80.7m 
($2.3m) from BFr39.4m in foe same period a year earlier. 
Revenues rose 127 per cent to BFrl.eibn. Earnings per 
share rose 95 per cent to BFifl.2 from BFr3.2. The com- 
pany. which made three purchases in foe first half, said it 
had made two additional acquisitions - a 51 per cent 
stake in Belgium-based Connect and a stake of 50 per 
cent plus one share in France-based Oriam - and was In 
talks on a further two. Reuters, Brussels 


EGYPT 


Domestic sales boost brewer 

The AI Ahram Beverages Company (ABC), foe Egyptian 
brewer which was privatised in 1996, has reported a 20 
per cent rise in 1997 profits, to E£106.1m ($3l.2m), which 
It attributed to greater efficiency and a 13 per cent 
increase in domestic sales. Earnings per share were 
E£15.01, up from E£11.98 In 1997. . 

The company to dose to sealing the E£l04m acquisition 
of the state-owned wine producer Gianldes. Like ABC 
before Its privatisation, foe vintner has a local monopoly. 
ABC is now expanding distribution of alcoholic products in 
sub-Saharan Africa - It also plans to expand its sale of non- 
alcoholic products in the $1 00m Saudi Arabian market, in 
alfiance with Guinness, foe brewing division of Diageo ’ 
Mark ffubandj Cairo 

Comments and press reteases about international 
companfes coverage can be sent by e-mail to 
intemation&.(wnpaniesQfLQom 
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COMPANIES & FINANCE: INTERNATIONAL 


DEFENCE CONSO LIDATION DEPENDS ON GOVERNMENT ATTITUDES 

Northrop open to 
European alliance 


By Alexander MeoU, 

Defence Correspondent 

Northrop Grumman, the US 
defence contractor, would be 
Interested in an alliance 
with a European company 
bnt the possibilities for such 
an arrangement would 
depend on the attitude of 
governments, Kent Kresa, 
chairman said yesterday. 

In an FT interview at the 
UK’s Farnborough air show, 
Mr Kresa mapped out a pros- 
perous and independent 
future for Northrop follow- 
ing the collapse earlier thia 
year erf its proposed acquisi- 
tion by Lockheed Martin, 
which was blocked by the 
US government. 

Though he would not dis- 
cuss any specific potential 
links with other companies, 
Mr Kresa said: "We’re 
always looking at what 
might be of interest. We are 


speaking to all our col- 
leagues fin the industry] to 
see if there would be areas of 
interest or cooperation." 

He added: “There has been 
some talk of transatlantic 
teaming, bat it may be prem- 
ature. We have to under- 
stand how our governments 
feel before those things 
become a reality." 

General Electric Company 
and British Aerospace have 
both expressed interest in 
Northrop following the fail- 
ure of the Lockheed deal. 
However, they and US com- 
panies say they are confused 
about Washington's attitude 
to mergers. 

Mr Kresa said: “It is more 
difficult than tt was before to 
feel assured that you would 
be able to do a merger or 
acquisition. We’re all feeling 
our way here." It was also 
unclear what attitude Euro- 
pean governments would 


take to any transatlantic 
deal. 

He said Northrop would 
continue with plans it had 
before Lockheed’s approach. 
“We believe we have very 
good prospects." 

Last week the company 
announced plans to cut 8,000 
jobs, or about 15 per cent of 
its workforce, by 2000, as a 
result of the winding down 
of its B-2 stealth bomber 
activities and lower demand 
for its commercial aircraft 
products. 

Northrop might make 
acquisitions in the areas of 
defence electronics and 
information technology. Mr 
Kresa said, and any divesti- 
tures it made would be 
small. 

In a separate interview, 
Vance Coffman, chairman of 
Lockheed Martin, said the 
US government’s decision on 
Northrop did not mean that 



Court hearings 
begin in dispute 
over Son’s Java 


Kant Kresa: ’We’re always looking at what might be of Interest 


defence consolidation was 
over, though he acknowl- 
edged it was difficult to fore- 
see deals of a similar 
size. 

However. Lockheed saw 
opportunities for rapid 
growth in some of its busi- 


nesses, especially in those 
related to satellites, includ- 
ing launch vehicles, telecom- 
munications and data han- 
dling. 

He said an integrated 
European aerospace and 
defence company, if created. 


would not be a threat to 
Lockheed but would offer 
opportunities for partner- 
ships based on those Lock- 
heed already has with com- 
panies such as BAe and 
Dasa on specific military 
programmes. 


Excite and LibertyOne in internet link-up 


By Roger Taylor 
hi San Ftnancisco 

Excite, which runs one of 
the most popular sites on the 
internet, has entered into a 
joint venture with Liberty- 
One, the Australian pub- 
lisher. to provide internet 
portals for Australia 


and south-east Asia. 

Internet portals are sites 
which guide users around 
the internet and provide a 
range of other services such 
as news, mail and chat 

Excite is expanding inter- 
nationally through Joint ven- 
tures and has already made 
deals in Japan and Italy, 


where it has linked with 
Telecom Italia. 

Under the Australian deal. 
Excite will provide the 
framework and some of the 
content, while LibertyOne, 
part of the Fairfax group, 
will provide local Informa- 
tion. The venture, which will 
be split 50-.50. will focus on 


Mobilkom consortium 
wins Croatia concession 


By Kevin Done in London and 
Jared Manasak in Zagreb 

A consortium led by 
Mobilkom of Austria yester- 
day emerged as the surprise 
winner of the concession to 
operate Croatia’s second 
mobile telephone network. 

It defeated three rival con- 
sortia, including Zagitel, the 
early favourite led by Deut- 
sche Telekom which had 
formed a bidding alliance 
with ENA, the Croatian state- 
owned oil company; Zagreb- 
acka Banka, the largest Cro- 
atian hank; and Westel 900, 
the leading Hungarian 
mobile phone operator. 

The award erf the second 
GSM (global system for 
mobile communications) 
licence is an important step 
in opening up the Croatian 
market to foreign invest- 
ment and to breaking the 
existing hold of HPT. the 
state-owned telecoms utility, 
which itself faces the first 
stage of privatisation. 

HPT currently has a monop- 
oly in the mobile phone mar- 
ket through Cronet, a whol- 
ly-owned subsidiary. 

VIP-Net, the winning con- 


sortium, said it planned to 
invest around 1.5 bn kunas 
($238m) to develop a national 
network with the aim of sec- 
uring 350.000 subscribers 
after five years. Commercial 
operations are planned to 
begin next spring, six 
months after the signing of 
final contracts in the next 
few weeks, and the consor- 
tium aims to achieve 90 per 
cent coverage within 21 
months. 

It will pay L50m kunas for 
the 10-year concession. The 
fee was set by the Croatian 
authorities, leaving rival 
consortia to compete on the 
technical quality of their 
bids including investment 
plans, timing and coverage. 

The rival Cronet started 
operations in early 1996 and 
is already entrenched in the 
market, with 92JXJ0 subscrib- 
ers. It is seeking to increase 
this to 240,000 by 2000. 

Mobilkom Austria holds a 
30 per cent stake in the VIP- 
Net consortium. Western 
Wireless International of the 
US has 19 per cent, and 
Vecerpji List, Croatia’s big- 
gest circulation newspaper 
which is close to the HDZ 


(Croatian Democratic Union) 
ruling party of President 
Franjo Tudjman, 23.5 per 
cent. Ingra, the Croatian 
Civil engineering company 
has 22.6 per cent and the 
Croatian Post Bank. 4 3 per 
cent. 

The bid has aroused con- 
troversy in recent days with 
the disclosure that an agree- 
ment in principle has also 
been reached to allow Croa- 
tia Osiguraqje, the state-con- 
trolled insurance company, 
to enter the consortium at a 
later date with a stake of up 
to 10 per cent 

Ivie PasaliC, the domestic 
policy adviser of President 
Tudjman and a vice-presi- 
dent of HDZ. is a member of 
both the Telecommunica- 
tions Council, which made 
the GSM award, and of the 
supervisory board of the 
insurance group. 

In the privatisation of 
HPT. the Croatian govern- 
ment is planning to sell a 20 
per cent stake in the tele- 
coms operations through an 
initial public offering of 
shares in late 1999 or early 
2000. The deal could value 
the utility at $l.lbn-$2J2bn. 
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Australia initially and then 
expand to New Zealand, Mal- 
aysia, Indonesia and Singa- 
pore. 

LibertyOne already has 
other internet interests 
including Digital Rights 
International, which owns 
the electronic commerce 
rights to promote celebrities 


such as Greg Norman. 

Leading Internet sites 
such as Yahoo! and Excite 
are currently in an expen- 
sive race to build the largest 
possible worldwide share of 
internet usage and both com- 
panies are losing money. 
Observers believe Excite 
may soon have to ask share- 


holders for more expansion 
funds. 

Excite was one of the 
hardest hit internet stocks in 
the market downturn last 
week. losing almost a third 
of its value last Monday. The 
shares recovered slightly to 
close last week at $25%. 
against a high of S55. 


By Louisa Kehoe 
ta San ftancisGo 

Sun Microsystems and 
Microsoft come face to face 
in a Californian courtroom 
today as hearings start in a 
bitter dispute between the 
two over Java, Sun’s tech- 
nology for creating software 
that can run on any type of 
computer. 

With the hearings in San 
Jose scheduled to continue 
until Thursday, the court 
will consider Sun’s request 
for an injunction, forcing 
Microsoft to halt shipments 
of Windows 96 - the latest 
version of its personal com- 
puter operating system - 
unless the software is modi- 
fied to include the original 
version of Java. 

The outcome could have a 
broad impact on companies 
developing new programs for 
use with Windows 98. It also 
represents a serious chal- 
lenge to Microsoft ahead of 
its antitrust trial, due to 
start lateT tins month. 

Sun, a Silicon Valley com- 
puter maker and software 
developer, has charged 
Microsoft with unfair deal- 
ing and “abusing its monop- 
oly power in operating 
systems software to defeat 
the cross-platform compati- 
bility of Sun’s Java technol- 
ogy”. 

Java, developed by Sun. is 
the new lingua franca of the 
computer world. For the first 


time, it enables software 
developers to write programs 
that will run on any type of 
computer linked to the Inter- 
net or a corporate network, 
no matter which operating 
system the computers use. 

Sun has licensed Java 
technology to more than 100 
software developers over the 
past two years. Licensees 
range from software start- 
ups to industry leaders 
including Microsoft. 

To ensure Java remains a 
universal computer lan- 
guage, Sun insists it r emain 
in control of any changes or 
improvements. In its law- 
suit. Sun charges that Micro- 
soft broke this agreement by 
modifying Java so it works 
better with the Windows 
operating system. 

In the suit, filed last Octo- 
ber, Sun charged that Micro- 
soft bad “deceptively modi- 
fied” Java so that it worked 
better with Windows, effec- 
tively “coopting" the tech- 
nology to enhance its Win- 
dows monopoly. Microsoft 
insists Sun’s claims are “not 
grounded in fact or in law”. 

Microsoft has also filed 
counter-charges against Sun, 
claiming breach of contract 

Microsoft dismissed Sun’s 
request for an injunction 
when it was filed, in May. as 
a “publicity stunt". Since 
then Sun’s accusations have 
become part of the US Jus- 
tice Department’s antitrust 
case against Microsoft. 
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COMPANIES & FINANCE: ASIA-PACIFIC 


CONGLOMERATES PROVISIONS TAKE HEAVY TOLL 


First Pacific posts 
77.4% fall mid-term 


By Louise Lucas In Hong Kong 


First Pacific, one of Asia's 
biggest conglomerates, saw 
interim pre-exceptional net 
profits fall 77.4 per cent to 
USS23.7m, as provisions and 
currency devaluations rav- 
aged earnings. 

Earnings per share also 
foil, by 77.4 per cent to 1 
cent, reflecting reduced 
income as a result of asset 
disposals. 

Exceptional gains of S843m 
from some of these sales, 
particularly that of Dutch- 
based trading subsidiary 
Hagemeyer, which was sold 
for US$1 .7bn, helped fuel a 
fourfold increase in bottom 
line earnings from 
US$1 10.2m to USS435.6m. 

Manuel Pangilinan, man- 
aging director, said the 
immediate outlook was 
bleak. “Looking ahead, it is 
difficult to be sanguine 
about the region during the 
second half. There is little 
doubt that operating condi- 
tions will deteriorate further 
in our major markets. 

“Consumer spending is 


weak. Credit is tight. And 
investor confidence in the 
region as a whole is at its 
low-water mark for a genera- 
tion." 

The company yesterday 
also announced it would 
invest HR$757m fUS$97.Sm) 
In Smart Communications, 
its 6043 per cent-owned tele- 
coms unit in the Philippines. 

It will subscribe to Smart's 
new convertible bond issue 
for USSSl.Um and acquire 
US$3&66m worth of existing 
Smart bonds from Metro 
Pacific Corp. a First Pacific 
unit. The proceeds will be 
used to fund and build 
Smart's mobile and fixed- 
line telecoms networks. 

First Pacific said Smart 
would build a GSM digital 
cellular service in the Philip- 
pines to complement its 
existing analogue-based net- 
work. Smart contributed 
US$6.6m. up 6.5 per cent 
from last year. 

First Pacific's earnings 
reflected the themes which 
have dominated Hong 
Kong’s interim reporting 
season this year. Provisions 


taken against falling asset 
values have eaten into earn- 
ings already weakened by 
slack demand. 

In First Pacific's case, the 
damage was exacerbated by 
its pan-Asian exposure and 
the sharp devaluation of cur- 
rencies in Indonesia and the 
Philippines. However, the 
asset disposal programme 
helped reduce group net debt 
by 86-4 per cent to US$349m, 
and gearing shrank from 155 
per cent at the end of last 
year to just 13 per cent. 

Net cash for further 
investment was $8S6m at 
June 30 and funds raised 
have been injected into other 
group businesses, such as 
telecoms and property. 

Mr Pangilinan said the 
group was also reviewing 
potential acquisitions. The 
search is focused on Thai- 
land, Hong Kong and China, 
the Philippines and Indon- 
esia. with an emphasis on 
industries in which the 
group is already involved. 

Despite the one-off gains, 
the dividend was slashed 
from $1.16 to 32 cents. 



Otherwise engaged: Smart right worker napping in Manila yesterday morning 
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NEC to develop W-CDMA in Singapore 


By Mlcfiiyo Nakamoto in Tokyo 
and Greg Mdvor in Stockholm 


NEC. the Japanese elec- 
tronics group, has set up a 
company in Singapore to 
design and develop base sta- 
tions for an advanced mobile 
phone system. The move 
accelerates the race to enter 
the next-generation mobile 
handset market, which is 
expected to help boost 
demand for cellular phones 
worldwide. 

NEC Mobile Communica- 
tions Development Singa- 


pore will design and develop 
software and semiconductor 
technology for Wideband 
CDMA (code-division multi- 
ple access) systems mainly 
in Aslan markets. NEC said. 

W-CDMA, adopted by 
Japan and Europe as the 
technology for the next gen- 
eration of mobile phones, 
will allow an array of multi- 
media and data services for 
cellphone users. 

NEC has already set up a 
similar venture in Europe. 
Telecom MODUS, which is 
based in the UK. 


Also fighting for a slice of 
the new market are Ericsson 
of Sweden and Finland’s 
Nokia, both of which last 
year waged a successful 
campaign to persuade Euro- 
pean telecommunications 
operators and manufacturers 
to endorse W-CDMA. 

W-CDMA is expected to 
provide cross-border commu- 
nications by enabling users 
to take their mobile phones 
overseas to other countries 
that employ the standard. 
Operators, such as NTT 
Docomo. are aiming to 


introduce services in 2001. 

NEC. which makes both 
mobile phone handsets and 
base stations, expects the 
W-CDMA market to provide 
the new company with 
Y500bn (S3-7bn) in sales in 
2005- Most of that is expected 
to come from Japan, but 
Asian markets outside Japan 
are forecast to provide about 
YlOObn in addition. 

NEC expects China, where 
it has a leading share of the 
microwave radio communi- 
cations infrastructure mar- 
ket, to provide strong 


demand for W-CDMA tech- 
nology. 

The adoption of W-CDMA 
as a global standard is 
expected to help Japanese 
companies such as NEC in 
expanding their overseas 
equipment business. More 
than 8Q per cent of the 
W-CDMA standard is based 
on. technology developed by 
Docomo- NEC. which has 
worked with Docomo in 
developing its W-CDMA 
technology, says the 
co-operation has given it a 
head-start in its own 


development of W-CDMA 
equipment. 

W-CDMA will not, how- 
ever. be adopted in the US. 
which has opted for another 
standard, known as CDMA 
2000 . 

• NEC and Marubeni, the 
trading company, have 
jointly won a contract worth 
Y24*bn to provide a digital 
radio communications sys- 
tem in Hubei province. 
China. The new system will 
have a data transmitting 
capacity equivalent to about 
20,000 phone lines. NEC said. 


Dai Nippon sees profit 
boost from US units 


Berlian steers a safe course 


By Alexandra Harney 
m Tokyo 


Dai Nippon Printing, Japan's 
biggest printing group, said 
yesterday that strong sales 
at its US subsidiaries would 
lead to a 30 per cent 
improvement in after-tax 
profits this year, from 
Y7.1bn to YlObn ($74m). 

However, the group 
warned that domestic sales 
would fall as result of 
Japan's economic slump. 

In the year to March 1999, 
Dai Nippon, which makes 
printing and construction 
materials as well as electron- 
ics, expects an 18 per cent 
decline in turnover, from 
YU2l7bn to Yl.ooobn. Over 


seas sales, including those 
from Sun Chemical and 
Reichhold, the group's US 
ink and printing subsid- 
iaries, accounted for 55 per 
cent of group turnover last 
year. 

"Both of our US subsid- 
iaries are making very good 
prograss,” the group said, 
although it would not give 
earnings estimates for the 
units. 

At the parent level, the 
group expects an 8 per cent 
decline in sales, from Y473bn 
to Y435bn. Earnings are proj- 
ected to Call 3 per cent to 
Y48bn. 

Analysts were enthusiastic 
about Dai Nippon's earnings 
prospects. The company's 


strong presence in the liquid 
crystal display (LCD) colour 
filter and electronic money- 
card markets would contrib- 
ute to steady growth in prof- 
its, said Warburg Dillon 
Kead. 

The shares closed up 2.7 
per cent at Y2.050 yesterday. 
• Akatsnki Printing, the 
group that specialises In 
"Manga", the Japanese com- 
ics, said yesterday that 
Norio Yokokawa. one of its 
biggest shareholders, would 
invest Y800m to purchase 
2.5m newly issued shares in 
the group, bringing the stake 
owned by the Yokokawa 
family, which manages a 
chain of Japanese restau- 
rants, to 65.1 per cent 


through stormy waters 


The Indonesian shipping group has been sheltered from turmoil by 
having most of its income in US dollars, writes Sander Thoenes 


This announcement appears as a matter of record only 
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W hile most of Indones- 
ia's conglomerates are 
sinking under the 
weight of foreign debt, 
inflated import costs and 
slumping domestic demand, 
a few smaller companies, 
such as Berlian Laju Tanker, 
are steaming ahead- 
Berlian’s liquid cargo ship- 
ping business, part of the 
Bina Sorya Group which 
includes plywood production 
and shipping, reported a ten- 
fold increase in net profits 
| for the first six months of 
1998 to Rpl 08 . 8 bn ($10m). 

Much of the gain is from 
, the simple translation of dol- 
lar revenues into depreciated 
rupiah, while some reflects 
the added revenue from sub- 
sidiaries earlier this year. 
However, even in dollar 
terms the company, which, 
operates 24 small tankers 
and will have 32 ships by 
mld-1999, claims hi gher mar- 
gins. Despite a regional 
slump in petrochemical ship- 
ping, it expects net dollar 
income, to jump from $7m in 
1997 to at least $l6m in 1998. . 

“There is no growth." said 
Mr Hadi Surya. president 
director and eldest of the 
seven brothers who own 55 
per cent of Berlian and 
much of the BSG group. 
“Revenues are stable in dol- 
lar terms, but income is up 
because our costs are so 
low.” 

That is true for many dol- 
lar earners in Indonesia, but 
Berlian stands out for gain- 
ing lenders' trust in a mar- 
ket where most banks close 
the door on anything Indone- 
sian. It signed a $5142m syn- 
dicated loan from MeesPier- 
son on June 3. nine months 
into the crisis and only days 
after riots forced the 
country’s president to step 
down. 

"Nearly all of its income is 
in US dollars, and their ships 
are valued in US dollars,” 
said Chris Williams, senior 
manager in Singapore for 
MeesPierson. "The assets 
which we are financing float 
around the world. If they 
default) on a loan we can 
arrest their ships in a for- 
eign port.” 

Another sign of interna- 
tional confidence in Berlian 
came in February, when the 
International Finance Corp, 
Die World Bank's corporate 
lending arm, increased its 
share in the company from 
10 to 15 per cent The IFC 
lent in part because Indon- 
esia, like many of its neigh- 
bours. desperately needs its 
own shipping lines. 

Before the crisis. Indonesia 



FuH steam ahead: Berfian lifted first-half profits tenfold Paros 


spent more than $4bn a year 
on foreign shipping services 
each year, causing it to run 
a current account deficit 
despite a positive balance of 
trade. The country needs 
those dollars now more than 
ever, but Mr Hadi estimates 
. that less than 10 per cent of 
vessels used for Indonesia's 
exports are operated by Indo- 
nesians. Only 3.2 per cent fly 
an Indonesian Dag. 


M r Hadi said his group 
diversified from ply- 
wood shipping into 
petroleum when an associate 
of former president Suharto 
muscled them out It diversi- 
fied further into chemicals 
and other commodities when 
Mr Suharto's sons snuggled 
up to Pertamlna, the govern- 
ment oil and gas monopoly. 

“Now we are very diversi- 
fied.” Mr Hadi said, counting 
his blessing in disguise. “We 
are not so dependent on one 
product, or one country.” 

Now that Mr Suharto is 
out BSG's unlisted Arpeni 
Prafcama Ocean Line has 
regained a 24 per cent share 
of the plywood shipping 
business and analysts say 
Berlian has a good chance of 
eating into the dominant 
market share for petroleum 


products that was held by 
Mr Suharto's sons. 

Kevin Wong. Berlian 's cor- 
porate secretary, said the 
BSG group has approached 
investors about setting up a 
company dedicated to taking 
over the ships of less fortu- 
nate operators. He said BSG 
was already negotiating with 
a joint-venture shipping line, , 
which he declined to na me. 

It is not all p lain sailing 
for Berlian, however. Its 
largest single client, the 
state oil and gas monopoly 
Pertamina, is often two 
months late in paying. Rates 
at the spot market, which 
provides another third of 
Berlian 's business, are 
going down amid a regional 
slump. 

Its love affair with foreign 
bankers leaves BSG with 
3180m in outstanding foreign 
debt, with more to come 
once Berlian draws down 
available credit lines to buy 
new ships in the first half or 
1999. But Mr Wong insisted 
that the company can cover 
interest three times and 
principal two times from 
cash Flow. 

"Survival Is not really a 
question for us," Mr Wong 
said. “This is a time oF 
opportunity." 


1 .... 




NEWS DIGEST 


AUSTRALIA 


Santos hit by failing 


world oil prices 


Santos, the AustraBan oil and gas producer, suffered a 
17.7 per cent drop In interim ret profits to AS84.2ftt 
(USS49.4m) and is foretasting tower earrings for theft s 
year. Production from new projects and a tight control of 
costs in the six months to June 30 failed to offset toe 
adverse impact of faMng world oH pneea. Ross. Mar, man- 
aging director, said Santos “continued to deliver. a sofld 
operational performance during the half but prom was 
inevitably affected by the adverse oM prwe movement* . 

The 32.5 per cent faHln the US dollar price of crude oft 
and and similar falls in the prices of other petroleum bq- 
Uids was partially offset by the depreciation of the Austra- 
lian dollar. 

Santos is expecting fuH-year production and safes vol- 
umes to be at least 10 per cent higher than in 1997 but 
expects earnings to be about 12.5 per cent below the 
1997 result - based on Its assumption of an cal price of 
US$14 per barrel. 

The interim dividend is maintained at i2 cents. 

Russell Baker, Sydney 


SOUTH KOREA 


Second auction for Kia 


A second attempt to sell the bankrupt Kia motor group at 
auction win be made this month following the failure of the 
first round last week because of low bids, seconding to 
Korea Development Bank, Kia's main creditor. Ford Motor 
of the US and the Korean carmakers Hyundai. Daewoo 
and Samsung are expected to make new bids for Kia and 
Its frock division. Asia Motors, and a decision is due on 
September 28. 

Bidders will be required to notify the* interest by Sep- 
tember 10. with bids submitted by September 21. The 
state-run Korea Development Bank has suggested creditor 
banks might be prepared to write off some of Kia's 
Won13,000bn ($9.7b n) debt, which deterred bidders in the 
first round. Creditors have asked for a minimum price of 
Wonl.l OObn for Kia and Asia Motors. John Burton, Seoul 


PHILIPPINE BANKING 


S&P sees alarming rise in NPLs g 

Ot-ii-i H-wri 3t Dnnr'e (hA ntinn anortf*v hoc iMITIAri (hnl ’ 


Standard & Poor's, the rating agency, has warned that 
non-performing loans in the Philippine banking industry are 
increasing at an “alarming rate*. Announcing a cut in Its 
credit ratings on nine banks in the Philippines, S&P said 
the devaluation of the peso, high interest rates and a slow- 
down in the local and regional economy were resulting In 
“spiraling" non-performing loans. 

It said non-performing loans as a percentage of gross 
loans “could easily exceed* 20 per cent in 1999 - they 
were 5.39 per cent at the end of 1997. it added specific 
provisions to contend with the rising non-performing loans 
could equate to more than 128bn pesos, or more than 
$3bn. S&P cut the bank public information ratings on the 
nine Philippine banks to Bpi from BBpi. 

Tony Tasseli, Manila 


LIFE ASSURANCE 


National Mutual denies sale 


National Mutual Holdings. Australia’s second largest life 
Insurer, yesterday denied that ANZ Bank, the country's 
fourth largest bank, was set to take control of the group. 
National Mutual said it has “had no discussions of any 
substance with the ANZ Bank or any other party". Despite 
the denial, National Mutual shares surged a further 8.3 per 
cent yesterday to AS3.52, valuing the group at about 
A$6.1bn (US$3.6bn). Russell Baker 


PUBLISHING 


John Fairfax jumps 51% 


John Fairfax, the Australian newspaper publisher, said that 
the current year had started solidly but that an expected 
slowdown in Australian economic growth could cut adver- 
tising volumes. Fairfax said, however, that this would be 
partially offset by higher yields. The publisher yesterday 
reported a 51 per cent jump in net profit to A31 11.8m 
(US$65. 6m) for the year ended June 30 as strong revenue 
growth and the sale of a video business helped offset a 8 
per cent rise in total costs to A$8 16.2 m. 

Fairfax, which last month announced the surprise resig- 
nation of Robert Muscat as chief executive, gave no 
update on its management situation. 

Fairfax held Its final dividend at 6 cents, maintaining the 
foil-year pay-out at 9.5 cents. The company's shares yes- 
terday rose 9 cents, or 32 per cent, to AS2.88. 

AFX- Asia, Sydney 


CLARIFICATION 


1 N I KODfj 


Marubeni and Chandra Asri 


Marubeni, the Japanese trading company, has asked us to 
point out that the $5 10m of Japanese bank loans 
extended through a group subsidiary to the Chandra Asri 
petrochemical complex in Indonesia are covered by Japa- 
nese government credit insurance. Though Marubeni's 
suteidiary has asked bankers for a deferral of payments 
on these loans, the group should not incur losses as a 
result of its involvement as was suggested in an article on 
August 11 . Marubeni has a 21.2 per cent stake in Chandra 
Asn, into which it injected an additional 2150m in loan 
finance In February 1998. 


CITIPORTFOLIOS 


58. Boulevard Grande-Ouches m: Charkmn L- 1.130 Luwiubouij 
NOTICE TO ALL UNITHOLDERS OF 
EMERGING ASIAN MARKETS EQUITY CmPORTFOUO 


In view of foreign exchange controls recently imp, wed in 
Malaysia. the Management Company of Ciriportlolim (“the 
Fund“> has decided, as a precautionary measure to protect 
unitholders, to suspend (he dealings in" the Emerging Asian 
Markets Equity Citipmtfolio effective as nf September 4ih. I<*tt 
and until further notice. 


This decision has been taken in accordance with sections b) and 
dt uf ankle 1 1 unite Management Regulation* spceilying that a 
monetary emergency beyond control of the Management 
Company makes the disposal of the portfolio's assets impossible 
and that owing to foreign limitations on the exchange transaction*, 
the business transaaiorts become impracticable for the portfolio 

As pricing information is still available, valuations will continue 
to be published. This notice will be published by all appropriate 
means, in particular in the newspapers in which the net asset 
value is usually published. 

By order of the Board of Directors 
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If you've been thinking about 


THE FULL POTENTIAL OF YOUR BUSINESS, 


r.v **•»-. v>. « * • • . 

” 

. Wuft'W :A\- \; 


; S&P sees aiamiing rise it 


’J 1 ! • * 


YOU SHOULD LEARN ABOUT 


'■T" J y-\r " v «-*• ■ 
.. ••£ .. ' V:- 


.•.ac ■ 
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Introducing BancBoston Robertson Stephens, 
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We are pleased to announce that the merger of Robertson Stephens with BankBoston is now complete. Resulting 
in a full-service Investment Bank that has an unyielding focus on growth companies. And one that's also firmly 
based on high-quality research. BancBoston Robertson Stephens offers its clients a full array of capital-raising 
products and services. Products and services like equity offerings, convertible securities, high yield debt, loan 
syndications, private placements, global derivatives, M&A advisory and institutional brokerage. And when you combine 
this expertise with access to BankBoston's commercial banking, private equity investment and global expertise, you 
get an institution that enables your company to reach its full potential. You get BancBoston Robertson Stephens. 




BankBoston collectively refers to BankBoston Corporation and its affiliated companies, including BankBoston, NA. (member FD1C), 
BancBoston Robertson Stephens Inc (member NYSE/NASD/SIPC) and BancBoston Robertson Stephens International Lid (Regulated by SFA). 


» ^BancBoston 

Robertson Stephens 




THIS NOTICE IS IMPOfTTANT AND REQUMESTHE IMMEDIATE ATTENTION OF BONDHOLDERS. IF BONDHOLDERS 
ARE IN ANY DOUBT AS7DTHEACn0NTHEySH0t!LD , njCE a Tll6Y SHOULD CONSULTTHBR OWN INDEPENDENT 
PROFESSIONAL ADVISERS IMMEDIATELY. 




Kolon International Corporation 

(Zfw Issuer) 

(A company mcorpoiated iwffl biuled BabBiry under the laws ot the ffepuWt ot Korea) 
Note of a Meeting of tfc* holders of those of the 

U-S.S20, 000,000 1 per cent Convertible Bonds due 2008 

of the Issuer presan&y outstanding 
(Mb "Bondholders' and the “Bonds', respectively) 


Note sheiety given m&i a Ueeong of aw Bcndroidera convened tiymeissuertvffl tie held at the offices (tithe Issuer ai tire 
Kolon Butfng. 45 Mngyudong. Jung-Gu. Seoul, Korea on Wednesday 30m SetuonMr. 1998 an. 00 a.m. (Seoul time) (or 

purpcoe oi conwtermg and. 4 Thcu^rn In. passing th# ft*uMng Basotuton which wiB be proposed as an ExCTsOrtfnary 
Resolution m accordance wBh CM provisions of me Trust Dead dated 3rd November. 1993 ithe Trust Deerf) matte beftwen 
the Issuer and Chase Manhattan Trustees Urortad (the Trustee') as trustee tor toe Borxtoolde/s and cansuutng toe Bond*. 


EXTRAORDINARY RESOLUTION 

'THAT toe Meeting of the totters ol mose of me U.S.S20.000.000 1 per cart. Convertible Bonds due 2008 (A Kolon 
trwmaoonal Cayoraow pteser3y outssantfing (the •Bonds' and the IsauW. resoacuvety) eanatmaw! bv the Trod Oaed 
doted 3rd November, 1933 (the "Trust Dead"! made between the Issuer and Chase Manhattan Trustees Untiled (the 
Trneiee") as tnsee lor the hatters ot the Bonds (toe ■BondftoMera") Hereby: 

(1) conditional upon the Issuer 

(a) granting the Amended Put Option (as defined n (2) below; and the New Cal Option (as defined in (3) below): 

(b) paying m an Bondholders on 3rd November. 1998 fm ac c ord a nc e with the Terms and CondUons of the Bonds as 
primed on me reverse ot me Bonds and In Pan ill ot me First Schedule let the Trust Deed) on presentation ol todr 
Bonds for endorsement an amount in U.S.Dottgus equal to 20.286 per cent ol the aggregate pmopalatiotrtol their 
Bonos: and 

(d releasing the rate of merest payable on Ihe Bonds bom 7 per cent per annum to 6 per cent per annum wim etlea 
front (end inducing) 3rd November. 1 998. 

asserts to the abrogation ot the Bardhotdere' option contained in Condition 7(01 of me said Terms and Conditions to 
require the Issuer to redeem the Bonds on 3rd November, 199a. 

(2) assents to the granting of a new put option to me Bondholders si the terms set out m the draft First Sittplemefltel Trust 
Deed (the That Supptamenaf Trust Deed") produced id this Meeting and iretlatod by the chairman lor i de ntificat i on 
purposes repurtng ihe Issuer to redeem orpurOtase me Bonds on 3rd Novemoar. 2000 (the 'Amended Put Option*) s a 
price calculated in accordance wWt the provisions of the Fast SuppiementafTrusi Deed by applying the 2 yearOS. Deter 
UBQR swap rate which appears on ttw display des^nesad ■GOTX' tsri the Reuters monitor on ot abet 10 .00 ajn. (London 
time) an Z7m Ociober,i998 plus sdc hundred (600) basis pom (the 'Amended Put Price*): the Amended Put Pnee w« be 
calculated based on applying me present value of me Bonds at 3rd November. 1998 as 100 per cent of the aggregate 
principal amount of the Bonds: 

(3) assents to me granting of a new call option to the Issuer in the terms set out In the First Supplemental Trust Deed giving 
the Issuer the option to redeem afl or some only of the Bonds at their principal amount (the "New CaB OpOon*), provided 
that no such redemption may be made on or prior to 3rd November. 2000 unless the Ctosmg Price ot the Norwottng 
Snares lor each ol 20 consecutive trading days, the last of which occurs not mote than 30 days prior to the date upon 
which notice of such redemption is pubftated. when converted into US. Dollars. Is greaterthan bath (a) 130 per cent of the 
Convereron Phee hi effea on each such tracing day converted Into U£. Dollars and (b) the Amended Put Pnce muHfpSed 
by the Conversion Price in effect on each such tracing day convened info U.S Dollars: 

(4) asserts to me modifications ccnMned m me First Supplemental TrustDeed which increase the rate ol interest payable on 
the Bonds fromlpor com. per annum to 6 per cent, per annum with effect from (and induing) 3rd Nouember.iBOft 

(81 assents to the modifications oomamedm the FratSujplementalTnjoi Deed which provide lhaLH me Bonds become due 
and repoyatfs uxfer Condition 9 on or after 27th October. 1998. they wtt be became due and repayable at the Amended 
Put Price together with acoueti interest; and 

(6) authorises, (tracts and requests the Trustee to eonev in the matters referred lo in paragraphs 11) to IS) of this Resolution 
and . In order to give ellect thereto, forthwith la omeute me First Supplemental Trust Deed In the totm of Qia draft prOduoad 
to this Mooting with such amendments 01 any) thereio as the Trustee shaB retpire.* 


The fssuar proposss >0 make the amendments desentwd above in Kght of the reoent adverse developments In the Korean 
economy as sat out In more detail in the Ejqtbnatory Statamenr referred to below. 

Ddafls oT the background to, and the reasons (or, the proposals set out h the Extraordinary Resotukoii(the*propoaaisl and 
the Exnaordmary Resolution are contained In an Explanatoty Stalemate prepared by the Issuer dated 8lh September, 1998. 
copies of which are available far collection by Bonctioldera at toe specified offices of the Paying and Conversion Agents set 
out be km (the 'Pay «g and Conversion Agents'). 

Daewoo Securities Co^ Ltd. of V34-3 Ybmdo-dong. Youngdungpo-gu. Seoul 1504)10. Korea has been authorised by the 
issuer to act as the arraign- of ifts transaction. Daewoo Secunaes Co., Ltd. expresses no opinion on the marts of the 
proposals as presented to the Bondholders and n relation to the Bonds and recommends Bondholders who are In any doubt 
as to Die impact cd me proposals or the lax consequences ol their implementation to seek independent protedonai advice. 
The attention ol Bondholders raparttaiartydrawmo the quorum required lor toe Meeting and for an acjoumad Meethd which 
is Set out in paragraph 2 of "Voting and Quorum’ below. Having regard to such requirements. Bondholders are paraculaity 
requested eitherto take steps to be represented at the Meebng, as relened to below, or to attend kiperaoa 
Copies of the Trust Deed fnefuding the Terms and Condbons of the Bonds), the rtaft First SimplementaJ Trust Dead referred 
to m the Extraordinary Resolution set out above, the Explanatory Statemenl and a copy ol Ihe most recent annual report and 
accounts of the Issuer wit be avatable tar inspection by Bondholders at the specified offices ol Ihe Paying and Conversion 
Agents set out below. 

In accordance with normal practice, the Trustee, wtuch has not been Involved tn lamxitjtmg the proposals, expresses no 
opinion on the merits of ihe proposals but has authored ttto be stated that on the basis of the Information set out harain and 
In the Explanatory Statement, rt has no objection to the Extraordinary Resolution being submitted to ihe Bondhoktafs lor their 
consideration. The Trustee recommends Bandwttes who am m any doubt as to the impact ot the propose d or the tax 
conseryjanoes of thee mptamentation to seek independent professional advice. 


VOTING AND OUORUM 

1 A Bondholder wistuig la attend Andvote at the Meeting in person must produce at the Meeting either iheBand(sl. ora vald 
voting certificate or valid voting certificates issued by a Payvtg and Conversion Agent relative lo the Bond(s). In respect of 
write he wishes to vote. 

A Bondholder rM wishing to attend and vote at the Meeting in person may enter deOver his Borxfts) or voting cantficate{s) 
to the person whom he wishes to attend on hu behalf or give a voting instruction ether on a voting nsuuction form 
(obtainable from the specified offices of Ihe Paying and Conversion Agents) or. where his Bondfs) es/ara held by Cedel 
Bank, eocMMananyme 0>dei BaniO or Morgan Guaranty Trust Company oT New York. Brussels office, as operalorof the 
Eurocfeor System f&rodear'). Instnicting a Paying and Conversion Agere to appoint a proxy to attend and vote at the 
Meeting in accordance wdh his Wstr u c n o us . 

Bands may be deposited with any Paying and Conversion Agent or (to the satisfaction of such Paying and Conversion 
Agent) held to tis order or under tis control by Cede! Bank or Eurodear or any other person approved by such Raying and 
Conversion Agent lor the purpose of obtaining voting certificates or. uttl the time being 48 hours before the time appointed 
for holding the Meeting (or. If appieabfe, any adjourned such Meeting), but not thereafter, giving voting instructions in 
respect of the relative Meeting. Any Bond(s) w deposited or held wffl be released at the conckakm of the Moating (or, tt 
applicable, any ad)ouiTied such Meeting} or upon surrender of the voting certfflcate(B) or, not less than 48 hours baton! the 
time for which the Meeting (or. if app (cable, any adjourned such Meeting) is convened, the voting instructor receipts) 
issued In respect thereof . 

2. The quorum required at the Meeting is two or more persons present holding Bonds or vonng certificates or being proxies 
and taking or represen ti ng in tie aggregate over 66 per cenL in principal amount of tie Bonds for the time being 
outstanding, fl a quorum is noi present a ihe Meeting, the Meeting wil be adjourned and Ihe ExtraortSnary Resolution wit 
be considered at an adjourned Meeting (notice of which wil be given to the Bondholders). The quorum at such an 
adjourned Meeting will be two or more persons present taking Bonds or voting certificates or being proles and holding or 
representing in the aggregate over 33 percent, m principal amount of the Bonds far the time being outstanding. 

3. Every question stAmitted to Ihe Meeting ml be decided on a show of hands udess a pci is duly demanded by the 
Chairman of the Meeting or by the Issuer or by one or more persons present hotdfng one or more Bonds or voting 
certificates or being a pnwy or proxies and hokflng or representing n the aggregate nof less than 2 per cent In principal 
amoutt of the Bonds then outsorting. On a show of hands eveiy person who e present in person and produces a Bond or 
voting cenrficate or is a proxy shall have one vote. On a poti every person who is so present shati hove one vote hi respect 
of each U£. 85.000 in prmc^ai amount of tite Bonds so produoed or represented by the voting certificate so produced or 
hi reaped of which he aa proxy. 

4.7d be passed, the Extraordinary Rasohaan requires a majority in favour c on soli ng ol not less than three-teunhe ol tite 
votes cast. If passed, the Extraoninary Resolution wfl be binding upon air the Sondnkfera, whether or not present at the 
Meeting and whether or not votmg.pnd <«nn all hokleni ol imarest coupons appertains^ to the Bonds. 

RRMORAL RAYMG AND CONVERSION AGSTT 
The Chase Manhattan Bank 
Trinity ^ Tower, 9 Thomas Mote Street, London El 9YT 


OTHER RAYING AND CONVERSION AGENTS 
Banque Bruxelles Lambert SJL Chase Manhattan Bank Luxemboisg SJL 

24 Avsnue Mamix, S-IOSO Brussels 5 roe Plaetis, L-2338 Luxembouig43nxtd 

Chase Manhattan Bank.(Swtoertand) &A. 

63 Ruedu flhflne, CH-1204 Geneva 


TRUSTEE 

Ctusac Manhattan Trustees Limited 
Trvtity Tbwer. 9 Thomas Mote Street London El 9YT 


TW« Notice Is given by: 

Kolon International Corporation 

48 Mugyo-dong, Jung-Gu, Snout, Korea 8th September, 1998 

Bondholder whose Bonds are held by Eurodear or Cedel Bank should contact the folowng tor further information: 
Eurodettr; Custody Operations Department (Tel Brussels +322224 2HXkielex6rQ25) 

Cede) Barrie Gt7 (Tel. Luxembourg *352 449 92B 067: telex 2791). 


Ihe flnnowKmwni appwrs at a marter of record only 


sonera 



have acquired 60 per cent of 


£> LIETUVOS TELEKOMAS 


for the consideration of 


USD 510,000,000 cash and 

USD 221,000,000 capital expenditure commitments 


The undersigned have acted as joint financial advisers to the 
Government of Lithuania and to Lietuvos Teiekomas on this 
transaction 


a|» Warburg Dillon Read 
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Booker confirms it is 
in talks with Budgens 


COMMENT 


Booker/Budgens 


By David Bfackwetf 


Booker, the struggling food 
distributor, looks set to 
announce on Thursday a 
reverse takeover by Bud- 
gens, the supermarket group 
that it once owned. 

After widespread specula- 
tion that it was holding dis- 
cussions with Budgens. 
Booker confirmed yesterday 
that it was in merger talks 
that “would create a major 
integrated force in food dis- 
tribution’ with combined 
sales of more than £5bn 
(S&25bn}. 

John von Spreckelsen. 

, who is widely perceived as 
I having turned Budgens 
round from an almost hope- 
less position, would become 
chief executive of the 
merged group. 

The timing of the 
announcement on Thursday 
would coincide with Book- 
er’s interim results, which 
are expected to reveal a con- 
tinuing decline. 

Profits are forecast to be 
almost halved from £22m 
pre-exceptionals previously 
- although the bulk is 
always generated in the sec- 
ond fralf. 

Analysts yesterday gave a 


mixed reception to the news. 
One said a deal would give 
Booker a manager who had 
shown he could turn round 
an ailing retail business, 
albeit a smaller one. 

But another, pointing out 
that savings from any syner- 
gies would be minimal, said: 
“Booker would be paying 
£130m for a chief executive - 
that ’s all It amounts to.” 

Others suggested that the 
talks might be designed to 
flush out another offer. 
Michael Landymore of Hen- 
derson Crosthwaite - said: 
“The negotiations are not 
exclusive, and there is still 
room for one of the mooted 
financial bidders to make a 
move, particularly in the 
light of Booker’s depressed 
share price." 

Shares in Booker yester- 
day feU 18p to I70p. white 
Budgens shares eased ip to 
close at 751’ip. 

Late last, month Somer- 
field, the supermarket group 
that recently bought ailing 
discount food chain Kwik 
Save, pulled ont talks on a 
possible takeover of Booker. 
The group said it had been 
forced to conclude that the 
commercial risks of the 
transaction for Somerfield 


shareholder* outweighed the 
potential rewards. 

Budgens ts about one- third 
the sue of Books- and is 29.3 
per cent owned by Rewe 
Trading Group, the private 
German retail company. 

Booker said that under a 
merger deal, shareholders 
and holders of convertible 
unsecured loan stocks in 
Budgens would be issued 
with new Booker shares. 

Budgens celebrated its 
125th anniversary' last year 
with the purchase of the 
7-Eleven chain. The group, 
which was demerged from 
Booker in 1986. in July 
announced pre-tax profits of 
£10. 5m on sales of £363m. 
although profits were hit by 
a £725,000 loss or the dis- 
posal of four badly-sited 7-11 
stores. 

Mr von Spreckelsen 
believes that the group's 
strength is its ability to ser- 
vice small, neighbourhood 
stores. 

Some analysts believe this 
could lead to a further dete- I 
notation in Booker sales 
after a merger as cash and 
carry customers would not 
want to be supplied by a 
group with its own rival 
retail outlets. 


Butiow, 


Jilted at the altar by Somer- rtudiicci *- ='•* - 

field. Booker H starting to _ 

look desperate to get hnehed. =r- - : - 

A humiliating reverse take- r V.v:V ; 

over by Budgens. Ihe convc- ” "““imjjSJTlJpf 

mence store operator, which '•*> » fir 

Booker used to own. would rar .1. ItiftnUklw' ~ ' 

symbolise the food distrlbu- ue fwW rTv ' 

tor and cash & carry group’s - ^ f S 

fall from favour- While Bud- r - r 

gens’ shares have out per- 90 J - -j 

formed the market by some :_aoA. . . - t «. 

50 per cent in the past year. n L Ay 

Booker’s have lagged behind YVJ V 

it by nearly the same "bc««w W i‘ 

amount. Like Hillsdown and 53 *— — - — — -""L 

Albert Flsber, Booker has felt •k® -*£• 

the pinch from powerful brefttHiMfl' ' '"i 

retail customers passing on 

much of the pain of low inflation to fragmented suppliers. 

But the huge disparity in size between the two means that 
savings from greater buying power and distribution strength 
would probably pale against those achievable with Somer* 
field. Given Booker’s leadership vacuum, it will be no sur- 
prise that it is Budgens' management that is being primed to 
run the merged entity. However, the apparent deterioration 
at Booker suggests this could be a dubious privilege. Somer- 
field. after all. took a close look and walked away. 

Booker’s worrying debt position means Budgens share- 
holders cannot expect any cash. Their incentive to accept 
will presumably lie in an exchange ratio very much in the 
supermarket group’s favour. This would speak volumes for 
the weakness of the Booker board's negotiating position. 




Putting a price on dodgy knees 


Patrick Harverson 

looks at the tricky 
business of valuing 
football clubs 


V aluing football clubs has 
never been easy. For 
example, should a multi- 
million-pound player with a 
dodgy knee be regarded as 
an asset or a liability? 

Although £575m ($949m) 
seems a lot of money to pay 
for any club, even one like 
United, the instinctive reac- 
tion from analysts at the fig- 
ure quoted as BSkyB’s bid 
for the Premiership club is 
that it looks too low. 

Valuing football clubs is 
tricky because, apart from 
the bricks and mortar of 
their stadiums and training 
grounds, their most precious 
assets the players - are 
virtually impossible to value 
on a normal basis. 

Also, football clubs' reve- 
nue streams can be unpre- 
dictable. While a good part 
of their income is earned up- 
front, as season-ticket sales 
and fees for television rights, 
a significant share is deter- 
mined by the team's perfor- 
mance on the pitch. 

And there is the issue of 
transfer spending. At the 
pre-tax level, profits can be 
wiped out in an instant by 
the purchase of an expensive 
i star. Conversely, a dub can 
move from the red into the 
black in a single trade. 

City analysts have been 
coming to terms with foot- 
ball valuations, bracketing 
them with media companies, 
which on the stock market 
trade on high multiples of 
earnings. 



Billiton 

There was some pain-relief for Billiton investors yesterday. 
The company reckons that the rash of selling by South 
African institutional investors is near on end. which should 
help stabilise its battered share price. 

Plans for a buy-back should mop up any last bouts of 
selling. The buy-back mechanism means the shares need not 
be cancelled but can be reissued. But this looks academic at 
present Billiton should not need to use equity fur any deal 
in the near term, given the near S2bn of cash it held at 
year-end. 

Sadly, there is still no sign of the big deal the market is 
longing for. A bid to mop up minorities at QN1, th-j Austra- 
lian nickel producer, will not help to diversify the Billiton 
portfolio. The price of nickel will have to rise from its 
current lows before the deal enhances earnings. But with 
yesterday's good results, helped by currency movements, 
more hope should creep into the share price. 


Burmah Castrol 
views disposals 


By Michael Peel 


On the move: Martin Edwards, Manchester United’s chairman, at 
PfccadRly Station yesterday, preparing to board a train to London 


Before the takeover inter- 
est from BSkyB was known, 
the club's share price was 
L67p. on an multiple of about 
23 times prospective earn- 
ings. above-average among 
football stocks but justified 
by United’s special appeal 
and in line with many media 
stocks. 

Yet. even with BSkyB 
apparently prepared to pay 
225p a share for the club, 
analysts believe that would 
still undervalue United. 

Paul Wedge at Collins 
Stewart believes the club's 
shares have been underval- 
ued for some time: “We 
would be looking for a bid 
that values the company at 


30 times next year’s earn- 
ings. which is twice the mar- 
ket p/e and appropriate for 
this sort of asset. 

“As we're predicting eps of 
IOp, that would value United 
at £3 a share" - or a hefty 
£780m. 

Nick Batram. at Greig 
Middleton, says the club 
BSkyB wants to buy is not 
like any other. 

"You are buying Man 
United in the full knowledge 
that quality sporting fran- 
chises are becoming more 
valuable by the day, and 
whatever happens in the 
future, Man United will be at 
the head of the leading 
group-" 


Currency translation effects 
and weakening demand in 
south-east Asia depressed 
interim operating profits at 
Burmah Castrol. the lubri- 
cants and chemicals group. 

The group said yesterday 
that it was considering dis- 
posals of businesses account- 
ing for about 10 per cent of 
turnover that it felt lay out- 
side its core specialities. 

Tim Stevenson, chief exec- 
utive, said the group would 
continue to promote its prod- 
ucts in emerging markets 
such as China. 

“The important thing to 
stress is that we as manage- 
ment are very much looking 
through the short-term diffi- 
culties to the long-term 
opportunities.” he said. 

Although pre-tax profits 
for the six months to June 30 
rose 48 per cent to £153.5m 
($25o.5m). they would have 
fallen from £l26.4m to 
£12l.6m if exceptional items 
and discontinued operations 
had been excluded. 

Currency translation 
effects depressed the first- 


half figure by about £14m. 

Mr Stevenson said the 
group was taking steps to 
combat the “tough trading 
environment’, which it 
thought was likely to con- 
tinue. It was reducing costs 
in south-east Asia, and had 
cut back the workforces of 
its Thai and Malaysian 
operations. 

Mr Stevenson said the 
group would seek to acquire 
companies making between 
£10m and £50m of annual 
sales as part of an effort to 
improve its product portfolio 
and extend its geographic 
range. 

It planned to sell its (dels 
retailing businesses and its 
interest in a Pakistan gas 
field when it felt it could 
command the right price for 
them. “It may be that there 
are some further businesses 
in the portfolio that it would 
be appropriate to sell,” Mr 
Stevenson said. 

Sales fell from £i.47bn to 
£l.42bn, with turnover on 
continuing operations down 
0.5 per cent at £1.416bn. 
Earnings per share were 
45.6p (22.7p). 


Dewhirst 
crumpled 
by M&S 


Ibstock considers returning capital 


By Jonathan Guthrie 


By Christopher Swann 


Shares in Dewhirst lost 
almost a fifth of tbeir value 
yesterday, after the textiles 
group issued a gloomy trad- 
ing statement and unveiled 
interim results depressed by 
overstocking at Marks and 
Spencer, its main customer. 

Weak sales of casual wear 
during a rainy summer 
caused stock surpluses and 
discounting at M&S. which 
accounts for about 95 per 
cent of DewhJrsf s sales. 

Dewhirst became the lat- 
est textile company to report 
disappointing results in the 
past few weeks. Its pre-tax 
profits for the six months to 
July 17 fell 8 per cent to 
£13m ($21m). The shares fell 
24p to close at 105Vip. 

Higher sales to M&S led to 
an 8 per cent rise in turn- 
over to £i9im, but the group 
had expected fester growth. 
An acceleration of the migra- 
tion of production to 
Morocco and south-east Asia 
Inflated the cost of sales. 

Trading mar gins , while still 

ahead of the industry aver- 
age of 5 per cent, slipped 1 
point to 6.8 per cent. 

The group said that a 
slowdown in consumer 
spending, coupled with 
lower orders from M&S, 
would reduce full-year oper- 
ating profits to below last 
year’s £3&9m. 

Credit Suisse first Boston 
downgraded its forecast from 
£33 -5m to £28 .5m to give a 
forward p/e of 7.1 and a divi- 
dend yield of 5^ per cent 


Ibstock, the brick maker, is 
looking at ways of returning 
cash to shareholders, via a 
share buy-back or special 
dividend. 

The news helped lift the 
shares 3Hp to close at 43p 
yesterday. 

David Taylor, an analyst 
at Teather & Greenwood, the 
broker, said: “Not so long 
ago Ibstock had borrowings 
of £i50m ($247.5m> ... but if 
its recovery continues, it 


will soon have an embarrass- 
ment of cash.” 

Philip Mengel. who was 
recruited as chief executive 
in November 1996, has been 
pushing through a restruct- 
uring. following the pur- 
chase of the brick operations 
of Red! and in 1995 and Tar- 
mac in 1996. 

Investments outside 
Ibstock's core brick manu- 
facturing business are big 
sold. 

Ibstock is to auction a 
76 per cent stake in Caima 


Ceramics e Service, a Portu- 
guese producer of sanitary- 
ware and clay roof tiles. 

Mr Mengel said that net 
asset value of £25m repre- 
sented a “strong target" for 
the proceeds Ibstock hoped 
to realise from the sale. 

Ibstock yesterday 
announced a pre-tax loss of 
£i6.2m for the six months to 
June 30, as a result of £31.5m 
in goodwill write-offs on the 
sale of shares in Celulose do 
Caima, a Portuguese pulp 
and forestry business. 


Last year, the company 
made pre-tax profits of 
£8.45m. 

Profits before exceptional 
rose 81 per cent to £i5.3m on 
higher brick prices and man- 
ufacturing efficiencies. 

Turnover edged up to 
£139.6m (£l30.7m). Losses per 
share of 4.13p. compared 
with earnings of I.62p last 
time. The dividend is 0.85P 
(Q.75p). 

Analysts are forecasting 
full-year pre-tax profits of 
£3i.5m (£23. 5m). 
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US rate optimism lifts Europe 
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BW^J^VIEW 

By PMttp Qoggan, 

Markets Edtor 


European markets decided 
that optimism over US inter- 
est rates, and a rally in Asia, 
outweighed the effect of 
another rise in the D-Mark 
against the dollar. Most of 
the region's bourses moved 
hig her 

Weekend comments from 
Alan Greenspan, the US Fed- 
eral Reserve chairman, that 
tiie next move In US interest 
rates . was as likely to he 
down as up, encouraged 
Investors who were reeling 
from the correction of the 

FtSEfiarahidSiib Euti&ioC : ;;; 

tadof-''.'. 

iJ-fj «v \ ; 'V : . 

^450 • ■■ 


last two months. Ana also 
chipped in with a strong 
rally and Europe was for 
once not distracted by Wall 
Street, which was closed for 
the Labour day holiday. 

The FTSE Eurotop 100 
index gained 5&2 or 2J3 per 
cent to 2.555.83 while the 
broader Eurotop 300 index 
rose 2 125 to 1,10063. 

The FTSE Ebloc 100 index, 
which represents stocks in 
countries set to join the 
euro, underperformed on the 
day, rising only li per cent 
OT LL99 to 912.37. - 

Financial stocks per- 
formed well, with the retail 
banking sector one of the 
day's best performers, gain- 


ing &3 per cent. The sector 
has been battered by its Rus- 
sian exposure in recent 
weeks. 

Edwlna Neal of Lehman 
Brothers points out that her 
firm’s index of continental 
tinandals fell by 27 per cent 
in the last two weeks of 
August 

However, she says that 
“the rotation away from 
financials looks overdue, 
reversing a huge period of 
outperformance. Moreover, 
in a global context, the 
banks do not appear cheap.” 
Lehman remains under- 
weight the sector. 

After the sharp fall in 
equity markets over the past 


few weeks, investor confi- 
dence may be the key ele- 
ment In how quickly Europe 
can rebound. The latest sur- 
vey of professional fund 
managers from Merrill 
Lynch and Gallup found that 
buyers of European equities 
still outnumbered sellers by 
22 percentage points, 
although this was below 
August's 34-point margin. 

Meanwhile, a report from 
Salomon Smith Barney 
found inflows into European 
mutual funds in July were 
$9bn, the third highest 
monthly figure of the year. 
But some of these occurred 
before the markets started to 
correct in mid-July. 
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GOVERNMENT BOND SPREADS vs ECU 
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Evtn when things gp smoothly, 
business travel can be a crying 
experience. When things go 
wrong ic con be a nightmare. 

Thar’s when the Diners Qub 
Card really proves its worth. 
Suppose your flight is delayed, 
for Example. You can withdraw 
to the calm environment of 
one of our Lounges and catch 
up on some paperwork or 
simply relax. And if your 
flight is late departing by four 
hours, our complimentary 
Travel] ercare insurance will 
compensate you up ro £100 - 
(almost three rimes your 
annual membership fee). 

Paced with an unexpected 
expense? The Diners Club 
Card is a charge card, not 
a credit card, so there's no 
pre-sec spending limit 1 . 
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Need cash quickly? Your Card 
is accepted ar thousands of 
ATMs around the world 2 . 

Luggage delayed? Our 
Travellercare insurance will 
reimburse you up ro £45 O 1 . 

Becoming a Diners Club 
Cardholder is simplicity itself. 

You can apply by phono on 

0800 

087774 

and quote ref: 6197 

Or if you'd like more details 
of all the outstanding benefits 
you can look forward to with 
Diners Club, simply iwura the 
coupon below. And well tdl 
you how ro take charge with 
the Diners Club Card. 
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INTERNATIONAL CAPITAL MARKETS 
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Continental European bond 
prices ended weak yesterday 
as stock prices firmed, hut in 
the UK gilts were sharply 
higher on heightened expec- 
tations that a cut in interest 
rates had moved on to the 
agenda. 

With the US bond market 
closed for the Labor Day hol- 
iday, Europe was left to its 
own devices and trading was 
tTlin 

However, bonds received 
some underlying support 
from positive market reac- 
tion to comments on Friday 
by Alan Greenspan, Federal 
Reserve chairman, in which 
he appeared to support a 
rate cut in the US. 

Some analysts said if the 
US were to follow through 
with a cut, this might herald 
a turning point for bond 
market yield curves, particu- 
larly In the US. 

“I would expect a return to 
normally shaped yield 


curves. The bond market has 
come close to pricing in 
deflation. If that can be 
avoided through rate cuts, 
then we’d get a more nor 
mally sloped yield curve,” 
said Marian BeU, head of 

Treasury research at Royal 
Bank of Scotland. 

However, until the Rus- 
sian crisis is resolved and 
worries over Asia diminish, 
bonds are likely in the short 
term to remain well-bid. 
most analysts agreed. 

“Overall, the big picture 
hasn't changed a lot It's dif- 
ficult to read much into 
today's market as today's 
volume has bean so thin. But 
the global risks that we face 
are very much still with us," 
said Andy Bevan, senior 
international bond econo- 
mist at Goldman Sachs. 

UK GILTS outperformed 
bunds as prices rallied on 
expectations of a UK rate cut 
when the Bank of England's 
monetary policy committee 
(MPC) meets this week. 
Short sterling futures also 
rose strongly. 
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The December lb-year gilt 
future settled up. 0.36 points 
at 112.62 in volume of 27,000 
contracts traded in London. 
In the cash market, the 
spread between the gilt and 
bund contracts was at 112 
basis points in late trade, 8 
points narrower than Fri- 
day's position in late trade. 

Mr Bevan said the consen- 
sus among analysts 
appeared to be that the Bank 
of England will not change 


rates. “But there’s a growing 
chance of something before 
the end of the year and 
although that’s priced in. 
sentiment shifting in that 
direction will be supportive 
for gilts." 

The December short ster- 
ling contract closed 0.035 
points higher at 92J315, pile* 
ing in a rate cut before the 
end of the year. The result of 
the MFC's meeting will he 
released on Thursday. 

The gilt market was fur- 
ther cheered by comments 
on Sunday from Giles Rad- 
ice, an influential Labour 
member of parliament, that 
world events were providing 
a strong case against raising 
interest rates. 

However, traders said gilts 
were likely to trade In a nar- 
row range until Thursday. 
Today, the market will also 
have to digest the release 
late last night of the British 
Retail Consortium's monthly 
sales monitor. That was 
likely to offer clues as to the 
strength of consumer spend- 
ing in the UK. 


GERMAN BUNDS drifted 
lows - in lacklustre trading 
as equity markets moved 
higher and activity was 
quiet due to the US holiday. 

The December . 10-year 
bund future settled at 111417, 
down 034 points, in volume 
of 200,000 contracts traded 
on Eurex in Frankfurt . •• 

Traders said the rollover 
from September to December 
futures tidied to spur activ- 
ity, as most participants had 
already switched into the 
. new contracts before the 
September 8 expiiy date. 

They said the market 
would continue to watch 
developments in Russia. Yes- 
terday, the Russian parlia- 
ment rejected prime -minister ' 
rial nominee Victor 
Chernomyrdin in the second 
of three possible votes, set- 
ting the stage for more mar- 
ket uncertainty. ■ - 

Investors will also be 
looking to tomorrow's 
release of second-quarter 
gross domestic product fig- 
ures for dues as to the pace 
of German economic growth. 


RUSSIA CHANGE TO- FOREIGN EXCHANGE REGIME HAS LITTLE EFFECT ON OVERALL PACKAGE 


Central bank adjusts debt swap plan 


By Jeremy Grant 


The Russian central bank 
yesterday tweaked the for- 
eign exchange regime that is 
to be used in its long- 
awaited domestic debt 
restructuring scheme. 
Improving terms marginally 
for investors who choose to 
swap their rouble paper for 
do liar-denominated debt 

But the move has little 
effect on the overall pack- 
age, which is almost certain 
to force investors to absorb 
losses on their original 
investments of lip to 95 per 
cent, bankers said. 

Moscow last week 
announced final conditions 
for the exchange of $40bn In 


WORLD BOND PRICES 


Treasury bills - GKOs and 
longer-dated bonds known as 
OFZs - into a mixture of 
rouble and dollar paper. The 
farced swap applies to paper 
maturing before end-1999. 

It was announced two 
months ago as a way of eas- 
ing the pressure of Russia's 
crushing domestic debt bur- 
den. But it was repeatedly 
delayed as it Tell victim to 
the uncertainty surrounding 
the country's political crisis. 

Bankers had expected 
Moscow to issue a “term 
sheet" giving details of how 
the forced swap Is to work. 
However, the government 
last week issued a decree 
that investors are treating as 
its final word on the matter. 


Broadly, it sets out two 
options. The first is for 
investors to swap 20 per cent 
of their GKO and OFZ hold- 
ings into eight-year euro- 
bonds carrying a coupon of 5 
per cent 

The exchange rate to 
determine the value of the 
new bonds was yesterday 
adjusted from 7.1549 to 63494 
roubles to the dollar. 

“That allows you to get 
about 3 per cent more dol- 
lars for your money. Yarn- 
swap is going to be at a more 
favourable rate," said Marcel 
Cassard, emerging markets 
economist at Deutsche Bank 

A further 75 per cent of 
the original holding is to be 
converted into three rouble 


bonds maturing in three, 
four and five years, paying 
interest rates of 30, 25 and 20 
per cent respectively. 

The remaining holding of 5 
per cent will be repaid in 
cash, but the funds must be 
held in a special account 
that does not permit repatri- 
ation until November. 

The second option allows 
for 95 per cent of the original 
holding to be swapped into 
rouble paper on the same 
terms, with an identical 5 
per cent cash option. 1 ' 

However, all the new secu- 
rities are non-tradable, in an 
apparent attempt to prevent 
Investors immediately sell- 
ing their paper and adding 
to capital flight 


Investors have until Sep- 
tember 18 to decide which of 
the options to take. Foreign 
and non-resident Investors 
have $17bn in GKO and OTC 
hol ding s. 

Although the details of the 
debt exchange have now 
been made dear, investors 
are resigned to sustaining 
losses and are more con- 
cerned with the fete of $l0bn 
in forward foreign exchange 
contracts that many of tb gm 
acquired from Russian 
hanks as hedges against 
their holdings in GKOs and 
OFZs. 

The contracts have not 
been repaid as they are cov- 
ered by the government's 
90-day debt moratorium. 


By , Edward UKfcr- 

Capital Maricete Editor 

The International-Securities 
Markets Association, the 
leading trade association for 
the bond markets, yesterday 
condemned as “extremely 
damaging" European Union 
plans to introduce a 20 per 
cent withholding - tax on 
Interest payments in Europe. 

The proposal, put forward 
in May, would increase the 
cost of borrowing In Europe 
and could drive the debt 
markets offshore, jsma 
in its first official response 
to the plan. 

ISMA said the tax, which 
would be levied on bond cou- 
pon payments and interest 
payments on bank accounts, 
would result in negligible 
extra tax revenues for EU 
governments owing -to its 
poor drafting. 

The tax was mooted as 
part of a drive to crack down 
on tax evasion and to har- 
monise tax regimes between 
member governments. How- 
ever, ISMA -said it would 
simply drive business into 
other developed markets 
such as the US. . 

“It Is hi g hl y unlikely that 
the directive would raise sig- 
nificant additional revenue," 
said the paper. “It is for this 
reason that the US abolished 
withholding tax on portfolio 
interest in 1964." - . 

ISMA outlined a further 
three objections to the plan. 

First it would cause sig- i 
nificant losses to existing 
bondholders by triggering 
the early “call" - or redemp- 
tion - of bonds by issuers. 

Second, it has not been 
harmonised with the 
approach of other non-EU 
developed governments. 
Last, it wonld result in 
heavy administrative costs 
for savers and governments 
alike. 
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SPANISH IPOS - 

Bodegas Patemina issue 
tests investor appetite 

The first ihftfaf public offering from Spain since tts st ock 
market plummeted in the wake of Russia's fin ancial crisis 
got under way yesterday. testing continued investor appe- 
tite for hew issues in difficult market ednefflfons. 

Bodegas Patemina, a maker of fine wines, is selling up 
to 30 per cent of Its shares in the IPO and. set a price 
range of Pta2£79 to Pta2,605 for the 1.65m shares an 
offer, rafting the company at up to Pta16bn ( $l09m ). 

Marcos Eguizabal. chairman and owner of Patemina, 
said that ha bad "complete confidence" in the company, 
which makes wines and sherries. It win be one of five Rioja 
wine companies to be listed In Madrid. 

The share offering is expected to dose by the middle of 
September, with tranches aimed at domestic retail inves- 
tors arid at Spanish and International Institutions- The retafl 
element will be watched especially closely for any indica- 
tion that local Investors have become more wary of Invest- 
ing in equities since the stock market felL 
Banco Santander is lead manager for the IPO, one of a 
lengthening queue.of small-capitalisation flotations due to 
come to the market In the next few months. Some of 
these may have to be postponed or reduced in size if diffi- 
cult market condftlons persist, but most are expected to 
be completed on schedule, bankers said. Vincent Boland 

(mmjrRATiNK 

S&P may downgrade BSkyB 

Standard & Poor's yesterday warned It may downgrade 
the .credit rating of British Sky Broadcasting if It goes 
ahead with the possible £575m takeover of Manchester 
United, the British football club. 

The agency warned that the takeover would double 
BSkyB's net debt position if the operation was wholly 
financed through the debt markets. The company /which 
- has a credit rating of BBB minus, has existing debt of 
ESI 8 m (excluding capitalised operating leases). 

The move, which changes BSkyB's outlook from stable 
to negative, would reduce the company to sub-investment 
grade, or "junk”, status. However, S&P said it would mod- 
ify its view If there was a substantial equity component 
Equally, it said rival offers for the dub and regulatory con- 
cerns over BSkyB's competitive position would have an 
effect on Its rating. Edward Luce 

Moody’s changes RBS outlook 

Moody's Investors Service has altered Royal Bank of Scot- 
land's rating outlook from stable to negative to reflect its 
acquisition of a 23.5 per cent stake in Citizens Financial 
Group. The stake, purchased from Bank of Ireland, had 
resulted in a “marginal decline in the bank's economic 
capital cushion” relative to its risk profile. The bank's 
senior debt rating is Aa3. Edward Luce 
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Greenspan’s hint of cut hurts dollar 


WORLD INTEREST RATES 


MARKETS REPO RT 

By Stand Kuper 

Traders think the US will 
soon cut interest rates, and 
so the dollar has dropped to 
a new 1998 low against the 
D-Mark and a four-month 
low against the yen. 

The' impetus ams from 
Alan Greenspan, chairman 
of the Federal Reserve. He 
said In a speech in CaEfomia 
late on Friday, after the 
main markets had closed, 
that inflation was no longer 
the primary danger to the 
US. By the time the Fed's 
open market committee met 
in August, “the risks had 
become balanced". 

The FOMC would "need to 
consider carefully the poten- 
tial ramifications of ongoing 
developments since the 
(August) meeting," Mr 
Greenspan said. Kenneth 
Landon, senior currency 
economist at Deutsche Bank 
in Tokyo, notes that the 
main such development is 


POUND SPOT FORWARD AGAINST THE POUND 


the collapse in global stock 
markets. That would seem to 
point towards a rate cut 

It therefore looks to most 
market strategists as though 

the Fed has moved from its 
tightening bias towards a 
neutral stance or even a bias 
to cut rates. Eurodollar 
futures contracts have ral- 
lied to price in a cut in the 
federal funds rate of 550 per 
cent by the end of the year. 

' The chance of a US rate 
cat boosted commodity 
prices, helping the fananean, 
Australian and New Zealand 
dollars. 

The US dollar also suffered 
as Robert Rabin, US trea- 
sury secretary, said again 
late on Friday that he 
"shared Japanese concerns 
about the weakness of the 
yen". Mr Rubin said at the 
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same time that “the strong 
dollar serves our interest". 
However, the market paid 
moire attention to his words 
on the yen, because these 
sua^sted that the US mi ght 
after all support a Japanese 
intervention for the cur- 
rency. This weekend Mr 
Rubin met Rtjchi Miyazawa, 
Japan’s finance minister. 

The rise in the yen boosted 
the Nikkei, and a fading in 

the global finanrfai panic 
aided other Asian stock mar- 
kets and curencies. 

Neil MacKinnon, of the 
hedge fund advisers Burke & 
MacKinnon in London. wait* 
the yen’s rise in recent 
weeks had been spurred by 
the hedge funds. Many had 
lost money on Russian 
assets, which they had 
bought with borrowed yen. 
and had been forced to repay 
the yen. 

The dollar, which last 
week hit its year-low against 
the D-Mark and dropped 
sharply against the yen, tell 
further yesterday. In thin 
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trading, with the US dosed 
bar Labour Day, it dropped 
Y2.6 against the yen and 1 
pfg against the D-Mark to 
dose in London at Y131.7 
and DML735. Mr MacKinnon 
said the Bundesbank was 
unlikely to be pleased with 
the D-Mark’s recent surge, 
given that it did not want 
the euro too strong when 
European monetary union 
starts in January. 


■ The pound is suffering 
with the dollar, but it also 
has problems of its own. 

The market reckons that if 
the US is considering a rate 
cut, with American job 
growth still strong, th»n UK 
rates could be due a cnifapgA 

Short sterling futures con- 
tracts have been rising 
sharply to express the lower 
outlook ter rates. Yesterday 
the June 1999 contract 
gained 12 basis points, and it 
now prices in base rates of 
about 6.50 per cent, com- 
pared with 7.50 per cent 
today. The short sterling 
curve is pricing in the first 
UK cut for this autumn. 

The fading in the global 
panic is also hurting the 

■ OTHER CUBBENCfg 

S*P7 2 6 

Caen Rpsn9BT7 ■ 513699303*10 - aojson 
HUB*? 370362 - 378785221.780 - ">im 

km quian . gw; ip) nv*nn . ano fifl o 

MM OJ5B74 - 03062 03041 • 03044 
tea 53826-64)606 3D48D • SJM90 
Mad 54)487 - 10773 33250 - 33400 
Ekmft 36J062 - 38.4008 . yi wiw 

UAE 8.128 • 6.1326 16727 - 33731 


pound, because the currency 
was treated as a safe haven 
from the Asian and Russian 
crises in recent weeks. ABN- 
Amro yesterday argued that 
the UK is much less of a 
haven than it might look. 
UK bank loans to Asia exclu- 
ding Japan amounted to 7.1 
per cent of British gross 
domestic product last year, 
while Japanese bank loans 
to the rest of Asia were just 
5.9 per cent of Japan's GDP. 
The UK also exports more of | 
its GDP to Asia than the 
European Union average. So 
ABN-Amro sees a "risk for 
the pound of the protracted 
recession in Asia". 

Sterling fell 2.3 pfgs 
against the D-Mark and 0.4 
cents against the dollar to 
DM2.879 and 31.669. The 
Bank of England’s monetary 
policy committee meets 
tomorrow and Thursday. 

■ The Russian rouble fell 
a gain yesterday as the Duma 
failed to confirm Viktor 
Chernomyrdin as premier. 


MONEY RATES 

top 7 0m 

i*to 

One 

166 

Dm 

am 

Bi 

(roc 

On 

pear 

1 maw 

lor. 

to 

on 

ton 

on 

Mgtaa 

S* 

3ft 

3ft 

3ft 

3V. 

640 

275 


France 

38 

3ft 

3*5 

35 

3ft 

440 

- 

3.30 

fiamnay 

3S 

38 

3ft 

3ft 

3h 

L50 

250 

340 

Mnd 

84 

6tt 

58 

4ft 

46 

_ 

m 

27S 


5ft 

5ft 

5ft 

4fi 

4ft 

640 

640 

449 

Matoartands 

3ft 

3ft 

3ft 

3a 

3E 

- 

275 

340 

saritnUnd 

114 

1ft 

1ft 

m 

14a 


140 

_ 

DS 

5a 

5b 

55 

5ft 

544 


5.0Q 

- 

Jvm 

h 

3 

44 

44 

a 

- 

OiO 

- 

■ S LB0R B8A London 








taMtaank Rxtag 

- 

5* 

53 

5fi 

53 

- 

- 

- 

BS DntarCBc 

- 

543 

518 

&32 

576 


_ 

_ 

ECO UaM Da 

_ 

4 

4ft 

4 

M 



_ 

BOR United Da 

" 

38 

36 

3S 

4 

- 

- 

- 


mag am m am » t» wuuano* tad b m 
M Ota on Son to Is dM* ttai Ran. IBS 0k ED 6 SDR UM b 

EURO CURRENCY INTEREST RATES 


top 7 

Shan 

ton 

7 data 
nertea 

One 

mart 

Raw 

north* 

5h 

raanta 

H 

Wgtaftas 

3S-3ft 

S|-3H 

31-31 

3b - 3ft 

31, - 3ft 

33-31 

Dnhh Knna 

3| ■ J4k 

4M-4 

4h -4h 

4ft -41, 

4ft - 41. 

*S - 4ft 

GawnMal 

3H - 3* 

3ft. «a 

34-82 

3ft-3J 

33 • 3ft 

33-33 

Duta6oani 


3s - r* 

38-Si 

3ft - 3ft 

31 -T. 

S3-3J 

FiBKtt tore 


HX 

SVl - 3£ 

34-34 

33 -3ft 

35 - 31 

AAym Etc. 

4ft ■ 4ft 

4ft • 4ft 

41 ■ 4ia 

42 - 4ft 

4ft - 44 

3|-31 

Spanish tad 

4|-4ft 

4| - tV. 

4i-4| 

44-44 

4ft - 44 

4- « 

SMag 

7U-7H 

7H-7R 

7V, -7b 

75-7* 

7ft -7J 

r,- 7ft 

StaaFnx 

11) - 1H 

If - lit 

1ft - ih 

14. • 1* 

IS - 11 

is -11 

CnamiDc6w 

4|-41 

4-5K 

59 - 5ft 

Sg - 5ft 

5f ■ 5ft 

5ft • 5ft 

US Data 

5ft - 5ft 

5|-5| 

Sft -5ft 

53 -5b 

55-51 

Si ■ 54 

UMnUm 

5H-5H 

5ft ■ 5ft 

5M-5H 

5i-54 

43- 4C 

4ft- 44 

Jpmu Vaa 

ft * a 

V.- 1 

ft- ft 

a -a 

3- S 

; 

MtaatShg 

M-H 


4ft -4ft 

- 4ft 

5-4*4 

5 -4ft 


D*MWiataM 

taa'Mta 




■ THREE MONTH FB0A RITtMS (MJ0Y)taW Matank nOand tta 




wm vMfct* ■«(*._• 
0*+m! w-* 1 :•* - 

-. .i P m w r- ;v i* v 
■ ■»• 

. V-' 

" %««.•* p»*- iv. • 

■ -(Ml 

3 ; *»*„•».,. • 

•' Tlw «•*.-** - 
1 V Md*’-* -- -• 


Ctatag OanoB euuto Otfg IW terna* 

MiiMujBf ip*ad Up tar AM KM 




km ta 

Pch) 

enoann 

-11616 511 - 69 

203487 

20159 

20131 

19 


■" ’ "n 


m 

514000 

-4AB39 454 - 545 

513730 

80129 

wa anna 

48 



■ OBMWfc 

(DKt) 

188644 

-00878 484-583 

11039 

109176 

10829 

10 



totad 

m 

67564 

-00703 526 - 682 

8029 

0719 

07300 

19 



tones 

PR 

9924 

-0079 478 -570 

67281 

bwkb 

98205 

18 


• •' V\' 

Ganny 

M 

28762 

-00231 79-604 

26816 

28840 

28687 

48 



*• • Ir - 
I *= Ain - . 


r WtK • • *_ i . .. 

1 

T Moody's changes RBSoi 


~ 9 

t ■ • or* * • - 

K i i i ii •+*!'■■ h •= ** - 

i ompw * f • 




mmmvmK w. 


01 486.130 -&22B 710-471 

to 1.1480 -tLOIBZ 457 -503 

0) 2944.10 -3218 298 - SS 

(LFl) 58,4000 .-04836 454 - 545 

to 12501 — 4L02S2 483 - 519 

80(1) 118553 -0937$ 507 - 598 


(E4 294JS5 
ftto 244431 
P»5 112335 

(SR) 23550 
« 

- 1.4635 

- U32530 


-1648 625-885 
-1565 316 - 546 
-00558 253 -416 
-0LQ266 584 -566 


501 JOB 462348 WAO -&9 
1.1538 1.1442 1.1466 U 

268444 2829J8 283848 22 

589730 581280 582600 44 

12717 12320 12369 . 4.1 

1268B3 12.7693 12*28 -0.7 
29&4N 296648 281996 11 

245500 241290 241825 10 

112548 111444 111082 12 

24744 23444 -23435 59 


-0JJ091 624 - 640 14762 1^562 1.4567 12 


AWMB (Pool 14686 -04032 883 - 693 14736 • 14638 

Bart tol 14881 -0405 654-606 14727 14814 

Canada KS) 25379 -00226 363 - 305 25516 25248 25343 1 J 

Modes (Hew Fas* 164664 -0004 448 -882 1745B1 164701 17^66 -34.7 

UM (S3 14691 -00041 688-666 1J748 14650 14065 14 


tataft- W 24242 

ttoagteng ftlO) 124330 

MB ft) 714202 

WsaaSi ftokdl 1792241 

tad (SM« 84587 

J*m (I) 211787 

- M 83426 

NmZsataod (HO) 12792 

ntostan to*3 72.1052 

8 Mfi Aattt (SR) 62664 

SkUVOR to) 24637 

SaaTMta . R 102733 

SufiRM (NbM 224244 

™*D [m 575758 

7MM 0) 674239 

t UK fern* 4.^ h !■ R 


-04265 210-274 26406 28071 2418 

-04151 283-377 124787 129029 12530 

-01954 822-582 71400 706290 

-3906 059 - 342 1616050 17B4U0 16877a 

■•00365 440-734 04735 84821 

-4582 638 - 936 224430 217.770 2)1501 

-04158 407-445 64634 64272 

-04266 TO) - 834 13125 12588 1274 

-1414 167-937 722S4S 714839 726101 

-0415 581 - 827 82812 82454 &2S5i 

-04418 60S - 871 2S2Z3 28793 2478< 

-0142 535 - 831 164SZ7 102526 103851 

-447 79 - 728 225447 222176 

-0479 500 - 012 57429 574425 574811 

-04178 49 - 028 684790 S7J480 882180 

■< mm mi 9m « ana acW |ta Mg W 

MMKIhiaMBkMMIItoMte. 


24185 24 

125306 04 


2)8502 74 


12745 1J 
725106 -04 
62557 04 

28784 22 

103850 -143 

574018 03 

882198 -74 


awwka 

ownar 

Bank of 

top 7 

WA 

Ada 


tot tto 





Btto» 

1 38 

188861 

33 

194 

JtaMa 

! 48 

574006 

14 

uni 

Bri*n 

i 28 

108854 

25 

1064 

Drat 

1 19 

84634 

34 

621 

Stand 

> 19 

13316 

13 

1068 

tones 

1 38 

279 

13 

1043 

Gmmf 

’ -57 

321856 

-58 

605 

Gnaca 

1 18 

1.1171 

27 

653 

total 

1 24 

27627 

28 

763 

■to 

40 

574076 

34 

103.1 

Iznrcfeug 

41 

11387 

34 

1625 

Mtotati 

; -04 

126271 

02 

815 

Itowst 

12 

*>K«P7 

3.1 

824 

Fata 

1 11 

238830 

11 

773 

Spam 

11 

12899 

25 

628 

State 

.56 

2235 

11 

1065 

atomm 

- 

. 

• 

1034 

UK 

12 

1410 

11 

- 

Eta 

- 

• 

• 

- 

soar 

• 

• 

- 

- 

tad* 

Bata 

17 

25044 

13 

774 

Csradi 

-314 

221069 

-303 

. 

Mato 

18 

1842 

18 

1088 

USA 

24 

2772* 

18 

TTJ 

Amtaa 

-1-1 

.113712 

-34 

- 

Haag King 

• 

- 

- 

- 

kifia 

-653 

290031 

-03 


MBOli 

- 

- 

- 

. 

total 

78 

205732 

64. 

1184 

•tou 

HtoaM 

18 

12543 

08 

803 

NawZeated 

-02 

788522 

-01 

• 

FMKtnas 

.18 

12062 

08 

• 

StodAoMa 

u 

28*34 

14 

- 

Skgapta 

-148 

117359 

-142 

- 

SDub Ahta 

• 

- 

- 

- 

Rath Bna 

-08 ■ 

584453 

-13 

• 

Ttota 

-88 

73869 

-88 

- 

Ttatand 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


tetog Ctap BMMar 
ntd-pefe! on d Wj qtwsl 


(Bto 121383 
PR) auen 
(Ml) 64630 
ffl 8249 
m 87830 
M 1J250 
0) 286446 
to 14530 
ft) T7BL9B 
ftjf) 35489 
to 14*72 
yu) 7.7020 
to) 17649 
P«0 146445 
(90) 74285 

PR) 1X109 
0 14081 

- 1.1405 

- 073925 


naaaa 400005 808 - 696 
1 J79 * 779-79 

14205 *0009 29-210 
101650 400225 550 - 730 


26075 24 2772* 18 TTJ tm * I (ft* 14820 -04117 89-935 1.7027 

1257 -1.1 .111712 -14 Hag King 080) 2749 4001 49 - 49 7J495 

Mi 09 42459 -04125 49 - 69 424B20 

2064815 -683 290831 -529 Hifflrrto p*hfd 1073740 -2125 09-59 1080040 ' 

bad PM) 1696 400313 818 -772 18779 

21892 74 2D5J32 6A 1184 Jyu [¥> 13149 -2655 69- 730 134410 

Htot to 1809 - 09-90 34061 

12664 14 12M3 04 B09 Hew Zealand fC3) 1J64B -04111 627 -69 14614 

73496 -02 786522 -01 H9l gn «» (to 41209 -04 09 - 09 4399 

62447 . 14 82062 04 Seal Arfta (S$ - 1759 «O409 505 - 510 1759 

2879 14 28434 14 Skgagoi (S3) 17Z77 -0029 252 -262 17480 

10649 -144 11J359 -K2 SUbMfcl K 0159 -0069 €0 - 650 6219 

• - ■ - - Saudi fina (KM 134340 +05 19-89 134740 

577046 -04 584453 -14 TMwc (U) 31499 -01995 99 - 000 34409 

69339 -84 73489 -84 to) 40439 -015 09-79 40709 

5*4: Bmwwisi tfa6=UD. Hdlv. *)WWMBB<|MdMWhMWIil 
■nfeet. 6 m at ia*M Bf N F.T. 

TM Mwai mm pm w 6fc m mm m m mm d mmwmHji 


fta 

tor 

ftaa 

VA 

Mi 

VA 

Me 

KM 

Mb 

121662 

120540 

121174 

21 

12877 

20 

11829 

17 

im*f 

■wamn 

XJS40 

Wioan 

22 

36.4005 

21 

sun 

13 

1011 


13270 

6359 

12 

03*53 

18 

65077 

03 

1017 

■»ai77 

52125 

5239 

21 

02213 

28 

115*5 

13 

613 

57800 

57449 

57729 

21 

57534 

28 

53832 

1.7 

1063 

17310 

1.700 

1722 

21 

17161 

21 

13948 

17 

1045 

291128 

294020 

2S64SG 

-73 

302295 

-73 

a 

i 

-7.1 

603 

• 14610 

1459 

1.4531 

03 

14527 

03 

1.4696 

-11 


17050 

188130 

178148 

0.4 

1701.73 

05 

168256 

13 

711 

Him 

353640 

353235 

22 

35.495 

21 

34863 

13 

1011 

73521 

13333 

1849 

22 

13365 

22 

13122 

13 

1024 

77195 

73*75 

77184 

-28 

77454 

-23 

78122 

-14 

917 

177800 

175300 

T7A406 

13 

17881 

11 

173385 

13 

818 

141748 

145310 

14639 

1.1 

146811 

12 

140 

15 

77.1 

73481 

78829 

73196 

14 

7304 

12 

78546 

03 

B33 

14210 

1409 

14062 

48 

13971 

19 

13612 

33 

1068 

18748 

18650 

18665 

13 

13613 

13 

1342 

18 

1038 

1.1482 

1.1323 

1.1418 

-13 

1.1443 

-14 

1.1577 

-15 

■ 

tmn 

DflMR 








1.1 765 

1.1778 

. 

. 

. 

. 

. 

. 


13235 

131 BO 

13207 

-0.1 

13211 

-01 

15252 

-03 

773 

10139 

10.1500 

10475 

-363 

11865 

-35.4 

13465 

-325 

. 

- 

- 

■ 

- 

- 

• 

■ 

■ 

1128 

17027 

13848 

13912 

03 

1389 

08 

13779 

08 

774 

7J4B5 

77350 

7750 

-13 

73072 

-38 

6.1435 

-11 


425B20 

42339 

4238 

-121 

433 

-118 

478*5 

-103 


109930 

Ift&tLdQ 

111273 

-653 

12550 

-673 

172375 

-603 


38779 

ai me 

• 

- 

- 

. 

• 

- 


134810 

131550 

131.11 

52 

12836 

52 

ww 

48 

1110 

18061 


• 

- 

. 

. 

. 



13614 

13543 

13677 

-13 

13731 

-17 

13919 

-14 


413Q00 

0.109 

4157 

-103 

44297 

-102 

473015 

-108 


37538 

17505 

37538 

-18 

1759 

-03 

37780 

-08 


1749 

1-7230 

17272 

03 

1728 

-ai 

1.7317 

-02 


1219 

1149 

8236 

-112 

141 

-116 

7.1475 

-111 


134780 

13349 

- 

to. 

> 

- 

- 

. 

. 

348050 

34489 

3434 

-13 

34735 

-28 

35595 

-12 

. 

40709 


40835 

-09 

41735 

-108 

44365 

-107 

• 



Open 

Sail price 

Buga 

H* 

LOW 

EN. ta 

OponJot. 

Sap 

9645 

8643 

_ 

6645 

86.40 

2064 

40570 

Dec 

9643 

8642 

-081 

96*4 

8142 

2.029 

0.500 

■ TORS MONTH HJRMIAM FUTURES 6JFFET DM1 m pofett of 100ft 




Open 

Sattpta 

Chnga 

Mgh 

Low 

EH. nf 

Open Int 

Sap 

96480 

nnww 

+0810 

96510 

96.490 

20857 

471197 

0k 

aery 

96335 

+0810 

91400 

BU7Q 

42642 

S275S4 

Urn 

66440 

96465 

+4X015 

9647D 

95.435 

26293 

504512 

Jun 


8649 

+0320 

98.435 

86400 

21355 

286810 

■ (ME MONTH EUROMAK ffilltoES 08TQ* DM3a potto ol 100ft 




Open 

Sal pita 

Change 

Mgn 

low 

EH. ta 

OpWI Bt 

Sto 


96335 

+0810 



0 

0 

Oct 


96525 

+4X010 



0 

0 

■ THE MONTH BRUM R!I«B (UFf^ LI 080* poHi ft 100ft 




Opao 

Sett price 

Chwta 

Hta 

low 

Eh. m 

0pm H. 

Sap 

91010 

95840 

+4189 

95850 

95.000 

1029 

15729 

Dec 

91170 

96230 

+089 

9629 

sain 

17543 

1BB7B9 

Mar 

96420 

8649 

+0310 

66440 

86420 

3125 

278801 

Jm 

BKTWn 

86400 

+4X020 - 

96410 

9139 

1832 

63837 


■ UBEE MMmi eOBO SWSS RUNG RntMtoftJRf) SFrln po»a a(100% 



Open 

Sen price 

oww 

>«9 

taw 

Eat Hi 

Opin ML 

Sap 

9139 

98370 

+089 

8039 

9139 

3652 

61941 

Dae 

6829 

Btao 

+4X040 

80310 

91210 

1190 

74099 

Mar 

9629 

96270 

+089 

9&3DD 

91210 

4419 

37577 

Jm 

96.120 

9110 

+0.040 

86200 

6110 

1603 

23158 


■ THRg M0WIH BBDTBI WTUB66 (LITE) YIOObi polnii o( 100% 

Open Sett pita Change Mgh Law to. vei Open in 

Sap 9827 On 

Dec 989 0 n 

Mr 4615 0 na 

* WE tarn d* uw ■ 

9 TUB 6BN1H EDM RHOMB (UFF9 Eculm |dlH III 100* 

Open Sett pics Onega Ugh fan to «el Open ML 


Oct 

9589 

-0820 

0 

0 

D« 

96275 96285 

-0310 9139 86270 

525 

8333 

MV 

• 91445 

-0835 

0 

5100 

Jun 

86405 

-0335 

0 

2071 


■ BROUBA OPIUM ftJFFQ llOOOn pobda of 100% 


taa K Mad 6 ECU » pH w li onan. if. tag* aaM awn 
r BiW at Mai HE MMUIBC CUHB 901 ad raaaae BUE 


Sep 

- CALLS - 
Dae 

•tor 

S*P 

0340 



US 

1020 

0895 

1200 

029 

0810 



0345 


E* wmml GMU4 S R* iasa naeM wiwnH.u insa n» i«st7 


CROSS RATES AND DERIVATIVES 


«*: r. 

a»te 




EXCHA1 

S«P 

UAE 

HUE 

7 


RATES 

00 FW 

DM 

■ K 

L 

H 

9Cr 

■ Ea 

Pta- 

sxr 

Sfr 

£ 

CS 

1. 

T 

Baa 

Balgftin 

m 

19 

1144 

1625 

4347 

1333 

4788 

5.472 

2134 

4962 

♦113 

77 7H 

- 3365 

1384 

4273 

2310 

3710 

2464 

Denmark 

(DK0 

5423 

10 

8812 

2328 

1348 

2596 

2367 

11.74 

269.1 

2211 

1238 

2.150 

0313 

2317 

1J5Z4 

2003 

1336 

France 

m 

6134 

11-96 

M 

2363 

1.188 

2947 

1367 

1332 

3054- 

7«r*7 

1171 

2440 

1336 

230 

1.70 

227.7 

1318 


(DM) 

2033 

3806 

13S2 

• 1 

0398 

9873 

1-10 

4.465 

1024 

-8430 

4506 

0318 

0347 

0301 

0380 

7834 

0308 

Wand - 

« 

51.74 

1542 

8.4CS 

2308 

• 1 

2477 

2.831 

1120 

2563 

2123 

1153 

2051 

0371 

2211 

1.454 

701.4 

1275 

ttaly 


2869 

1385 

0339 

1101 

0340 

100 

1114 

1452 

1038 

1584 

0485 

1083 

1035 

0089 

0.059 

7728 

0351 

Netherlands 

3R 

1128 

1370 

2370 

1886 

0353 

875.1 

1 

1355 

9069 

7521 

4.072 

ITS 

0308 

1781 

1514 

6733 

0.450 


m 

4121 

1521 

7308 

2.240 

18B3 

2212 

3 ra 

-- 10 

7703 

mi 

1029 

1332 

1778 

1374 

1298 

1713 

1.138 

FortugM 

(Es) 

2115 

1716 

3275 

0377 

0389 

96*3 

1.103 

4361 

100 

8233 

4.490 

0.799 

nrw 

1881 

1566 

7437 

0487 

Spain 

(Pta) 

2430 

4.482 

1549 

1.178 

1470 

1164 

1330 

SWI 

1216 

100 

5.414 

0363 

1409 

1338 

0383 

6932 

0369 

Sweden 

(SKfl 

4438 

8278 

7294 

2.176 

0368 

2149 

2456 

1714 

2227 

1847 

10 

1780 

1755 

1318 

1261 

mi 

1.106 

Swttzartand 

(SR) 


4352 

4899 

1223 

0488 

1208 

1380 

5459 

1252 

1033 

5319 

1 

1*25 

1378 

1709 

9333 

0321 

UK 

(E) 

59.40 

1185 

1652 

2379 

1.148 

2844 

3250 

1236 

2943 

2444 

1323 

2355 

1 

2338 

1389 

2193 

1463 


<CS) 

2341 

*318 

1803 

1.135 

0452 

1121 

1281 

5365 

1111 

9131 

5214 

now 

0394 

1 

1658 

8630 

1577 

USA 

n 

3559 

1563 

5.783 

1225 

1688 

1704 

1347 

7.702 

1763 

1464 

730 

1411 

0569 

1321 

1 

131.7 

1877 

Japan 

m 

2783 

4884 

4392 

1310 

1522 

1294 

1.479 

.5349 

134.1 

1112 

8021 

1371 

1455 

1.155 

1758 

100 

1666 



4158 

7.485 

1596 

1.967 

0784 

19*3 

2221 

1784 

2014 

1873 

9342 

1309 

1683 

1.734 

1.141 

1512 

1 




■■■ 

Open 

Stapta 

Ctnge 

nw 

LOW 

at Wl 

Opm let 


Open 

Stopda 

Change 

m 

LOW 

at Hi 

Open H. 

Sep 

1579 

0379 

-0392 

03801 

1579 

5639 

107,033 

Sap • 

07*41 

07486 

+0JXB3 

07525 

0739 

56,735 

9739 

Dec 

03832 

03610 

-03002 

03832 

03760 

0320 

3501 

Dec 

0759 - 

17564 

+4X0054 

17835 

07460 

31346 

34322 

Uv 


03835 

-4X0002 

- 

4X5816 

5 

64 

Mv 

- 

17882 

+4X0055 

1789 

07584 

40 

1334 

■ SWISS FRANC WTTJflES 0 N) Sft 125300 per SR 




■ STBOJOK fUTIilES 0Uto £62300 pvE 






07036 -00014 0.7074 06978 42^014 73,72? Sep 

0719 -00014 07133 0.7060 17,716 27,97 toe 

07174 -04014 - 07157 7 36 M* 


Skp 1419 14710 -0918 14788 148S 18024 48542 

Me 14652 14622 -0916 1490 14576 1149 2649 

Mar 1499 l-KSUO -04018 1459 14510 1 12 


[ UK INTEREST 

RATES 





EMS BIR0PEAN CURRENCY UNIT RATES 

Sep 7 . Ecu can. Rta Change %-nMro* % mad Oh. 


hawtak Sating 

»-7 

74-71 7)4-714 

7* -71 

71-71 

7ft -714 

Storitag Ota 

- 

7ft - 74 

Jl-71 

7ft -71 

714 -71 

Ttaantry EMa 


71-7H 

71-71 

- . 

- 

BHkBta 

- . 

- 7|-7?l 

71-71 

7ft - 71 

- 

IncN zNnto dipt 

7J4 - 7 

7M-7| W -71 

7ft -71 

« -71 

•IJ - 7ft 

DWota Hakat toga 

7JS-7M 

7ft - 7% 

7ft - 

- 

■ 

UK daring bw* ton totaag ita 7M pv cant tan toa 4. 1998 





Ibbl 1-3 

3-6 

M 

9:12 


Carta et Tnc dap. (E100400) 4 . 64 • oa tua aa 

CnNta(to>nta£i<>B09n«c0*aMiiNnaM8reidito. 

ta mw HBtf dncBto n 9 « 4 . TilWfe. EC 8 D tad 0* Sda. Boart Ffeonca. Ufa up toiMe 28 . 

late taa* Ita hr pwU Bel 21 1886 «* <kl a uaa tawn 1 888IK Mam an kr pwW 4ag 1. 
tatajil. 18BB. W i w iii HUB TMft. ft— a l h wa taataataftal. to 

■ UMg M0M1H CTBB9M W1U8E6 8500400 paWaaflOOK 

Open 99 plea Chaoge - H9 Uw to« UWtt" 




242798 221731 -000261 


0853644 0484267 +0006061 448 -4» 


JtadBUft FtandMIr 30 Ota 


MMMkrlwtoatoltaa 


■ MUDBIWSSS OPTIONS £31.250 (owta par pewg 



JULY 1998 


Euro 150,000,000 



REMY • COINTREAU 


10% Senior Notes due 2005 


THIS ANNOUNCEMENT APPEARS AS A MATTER OF RECORD ONLY. CERTAIN OF THESE SECURITIES HAVE 
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 AND MAY NOT BE OFFERED OR SOLD IN 
THE UNITED STATES OR TO US. PERSONS ABSENT REGISTRATION OR AN APPLICABLE 
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE ACT. 


LEAP MANACERI 

BT Alex. Brown 

International 


-r-rvr.L- 


k Bankers Trust 





















1 


30 


FINANCIAL. TIMES TUESDAY SEPTEMBER S 1998 


COMMODITIES & AGRICULTURE 


Malaysian growers turn 
their backs on rubber 

After 100 years of development, plantations are being ploughed 
over as producers search for better returns, says Sheila McNulty 


T he rise in rubber prices 
in the 1890s eventually 
led to Malaysia covering 
two-thirds of the peninsula's 
cultivated land with the crop 
earlier this century and it 
soon became one of the 
nation's most significant 
exports. 

One hundred years later, a 
reversal is taking place. As 
rubber prices drop and other 
crops, particularly palm oil, 
generate higher returns - in 
price as well as yield per 
acre - rubber plantations 
are being ploughed over. 

Malaysia remains the 
world's third largest 
exporter of natural rubber, 
but the commodity contri- 
butes far less to foreign 
exchange earnings than 
palm oil. 

“Of course, we are. 
laughing now that palm cal 
is fetching higher prices, but 
we don’t know what is going ' 
to happen tomorrow,” says 
Lim Eeng Yaik, primary 
industries minis ter. 

He therefore insists Malay- 
sia will not neglect rubber, 
but will continue practising 
“diversified crop plantation” 
to prevent dependence on 
any one commodity. How- 
ever, it will not be easy to 
convince plantation owners 
of that policy. 


"Palm oil is a more attrac- 
tive investment," says Ivy 
Santoso. senior research 
analyst at GK Goh Research. 

This is partially because 

the US announced last year 

that it would begin selling 
off stockpiles of rubber, trig- 
gering dumping by Thailand. 

the world's largest exporter, 
as the regional financial cri- 
sis heightened its need for 
US dollar earnings. Ms San- 
toso says. 

“That became the catalyst 
for a bad trend," she says. 
World rubber prices have 
dropped 30 per cent. 

TTie Malaysian currency, 
the ringgit, has lost about 40 
per cent of its value against 
the US dollar since the crisis 
began. 

Although plantation com- 
panies earn dollars for their 
rubber and. therefore, offset 
some of their losses when 
converting earnings back 
into the Malaysian currency, 
they are unable to capitalise 
on the regional financial cri- 
sis as folly as they might 
have hoped. 

Malaysia says natural rub- 
ber and rubber product 
export earnings rose 34.7 per 
cent to M$4.33bn (US$l.l4tm) 
in the first half of this year 
compared with the same 
period of 1997. 


However. Mr Lim said 
palm oil earned the most 
revenue among exports of 
primary and primary-based 
commodity products. The 
value of palm oil exports 
increased 68.3 per cent to 
M$8.62bn - excluding 
exports of palm oil products, 
which amounted to M$l-2bn, 
up 5&2 per cent 
Malaysia is so upset by the 
failure to capitalise fully on 
rubber exports, especially 
amid the crisis, that it is 
pulling out of the Interna- 
tional Natural Rubber 
Organisation Onro) to focus 
on strengthening market 
intervention techniques 
through a producers -only 
organisation. 

“When I go back to my 
country. I will hurry up to 
get out [of InroJ,” Mr lim 
said in August in Thailand, 
where Malaysia and Thai- 
land announced their inten- 
tion to withdraw. 

T he organisation groups 
six leading producing 
nations and the 16 top 
consuming countries. How- 
ever. Malaysia and Thailand 
say that Imo has neglected 
Its mandate to support 
prices at a high enough level 
since the plunge in world 
rubber prices. 



Rubber now contrixrtes far Ion foreign exchange than pafcn oi 


Philippe Fournier. SG ■ 
Bank's managing director of 
commodities anri trade fin- 
ancing for Asia, says the 
devaluation in regional cur- 
rencies has partly justified 
the drop in rubber prices. 

Mr Fournier wrpinfris that 
labour is the main cost of 
producers and that, in terms 
of fee US dollars earned by 
producers, has dropped in 
line wife the value of fee 
currencies. 

In fact, he believes the 
financial prospects of pro- 
ducers remain so good, 
despite this cyclical down- 
turn, that SG is studying the 
possibility of widening its 
business to include trade fin- 
ancing to rubber producers. 


Before fee regional finan- 
cial crisis, rubber producers 
no trouble raising funds 
locally but the crisis has 
made local banks hesitant 
about providing credit 
across the board as bad 
loans mount a mid the steep 
contraction in the economy. 

SG is cautious. “It's still a 
very risky environment," Mr 
Fournier says. “There’s no 
need to rush into financing 
without having done proper 
due diligence." 

After all, these opportuni- 
ties will be there for the next 
three to four or even five 
years, he notes. Tbat is if Mr 
i.iw can convince planta- 
tions not to replace their 
rubber trees wife palms. 


Producers meet to discuss new system 


By Paul Salman 


Rubber producing countries 
are meeting in Kuala Lum- 
pur tins week to discuss a 
new system to support world 
rubber prices, which have 
fallen 30 per cent in dollar 
terms in fee past year. 

The talks, organised by 
the Association of Natural 
Rubber Producing Countries, 
follow signs that producers 
have lost confidence in the 


International Natural Rub- 
ber Organisation. 

Inro. which groups the 
world's largest natural rub- 
ber producers, exporters and 
consumers, is Intended to 
help the industry by sup- 
porting prices. However, 
Thailand and Malaysia, two 
of the Largest producers, said 
last month they would with- 
draw Erora Inro because it 
had failed to act swiftly and 
effectively enough. 


The ANRPC, whose mem- 
bers account for 80 per cent 
of world production, pro- 
poses replacing Inro with a 
new international agree- 
ment Hie three-point plan 
includes a withholding 
scheme to limi t output, a 
marketing system to keep 
supply below demand, and a 
private sector-led consor- 
tium to stockpile rubber dur- 
ing periods of oversupply. 

The association - which as 


well as Thailand and Malay- 
sia inrhutes Indonesia, Sing- 
apore, Sri Lanka. India, 
Papua New Guinea and Viet- 
nam — is discussing the fine 
details of the plan this week. 

The Asian crisis has cut 
demand for rubber, which is 
mainly used by the automo- 
tive industry for making 
tyres, and prices have fallen 
due to oversupply. 

Yesterday, Inro called for 
MS150m (US$39.5m) from 


members to fund a fresh 
round of buying to support 
prices. However, traders said 
the market was sceptical 
feat fee organisation would 
be able to secure the funds. 

There were also signs that 
buyers were turning away 
from Malaysia because of 
foreign exchange controls 
imposed last week. Traders 
said the buyers were looking 
for cheaper rubber from 
Indonesia and Thailand. 


Aluminium 


remarks 
on Asia 


MARKETS REPORT 


By Kenneth Goodtog 
and Paid Salman 


Trading on the" London 
M eta l ~pvr4iangp was lacklus- 
tre because of fee US " Labor 
Day holiday and aluminium 
failed to react to gloomy 
remarks about fee impact erf 
Asian economic turmoiL 
Australia’s Eastern Alu- 
minium, reporting half-year 
figures, said demand for. fee 
metal was forecast to fall by 
2 per cent in Japan and by 
up to 10 per cent in other 
Asian countries. 

Jean-Pierre Ergas, vice- 
president for Alcan in 
Europe, told a Metal Bulletin 
con fer ence there was a dan- 
ger aluminium prices might 
suffer from some of the large 
stocks in Asia being shipped 
to Europe and the US, where 
fWrmsnH remained healthy. 

Martin Squires, analyst at 
Rudolf Wolff, said at the 
same conference alumini- 
um’s price might foil to 
$1,300 a tonne (from $1,413 at 
the LME dose last night) hut 
he susceptible to spikes. 

At another MB conference, 
Jim i*nnnii, analyst at Mac- 
quarie Bank, suggested fee 
nickel market could be 
closer to balance than appre- 
ciated- Nevertheless, he 
looked for a supply surplus 
of 21.000 tonnes this year 
and of 23,000 tonnes in 1999. 

World oil prices fell in rel- 
atively quiet trading. On 
London’s International 
Petroleum Exchange, the 
benchmark October contract 
for Brent crude was $13.06 a 
barrel in late trading, com- 
pared with Friday’s dose of 
$1&3L 

LUKoil, Russia’s biggest 
oil producer, said it planned 
to lift crude exports in the 
second half of this year 
because of the fall in the 
rouble. The company 
exported about 490,000 bar- 
rels a day in the first half, 45 
per cent higher than in the 
same period of 1997. 




hit by crisis 



By Kma! Bose taCafcuHa 


Tea prices are- being hit by 

Russia’s economic crisis. 
Russia is one of the’ world's 
largest tea-drinking coun- 
tries and has. ceased to be 
active at the large auction 
centres. 

“Last year Russia 
accounted for nearly 90m kg 
of Indian tea -exports, of 
203m kg." _ said P-BL Sen. 
chairman of J. Thomas, the 
world's largest tea broking 
company. “For Sri Irinka, 
which exports almost all fee 
tea it produces, Russia is the 
biggest market.” 

Russia buys only orthodox 
tea from Sri Lanka, but 
takpg a mix of orthodox tea 
anti plainer varieties of 
crush, tear_ and curt- (CTC) 
teas from India. -ft also buys 
in tea from China. Indonesia 
and Vietnam, and the UK 
and Poland reexport a sub- 
stantial amount of. tea to 
Russia: ' 

Tnifon trade officials said 
there was still some Russian 
buying backed by- letters of 
credit opened before fee cri- 
sis began. However, fee vol- 
ume of buying was not 
enough tostop the fall in the 
prices of Russian types of 
teas produced in fee north 
Tnttinn centres of Cachar and 
Dooars and in southern 
India. 

An official at Forbes & 
Walker, a Colombo-based 
broking firm, said: “The 
absence of Russia and other 
CIS countries was the main 
contributory factor for the 
drop in prices for a wide 
spectrum of teas. The Rus- 
sian uncertainty _is causing 
deep concern to Sri Lankan 
tea exporters.” 

Carritt Moran, an Indian 
broking firm, said fee prices 
of Cachar origin CTC fan- 
ning and dust fell by Rs8 a 
kg from last year’s level to 
Rs52 a kg at last week's 
Guwahati auction. 


At the Coonoor auction, 
where south Indian teas are 
sold, fee price of plain CTC 
large broken tea was down 
Rs8 a kg to Rs56. 

Industry officials fear bet- 
ter quality teas will also be 
affected if market sentiment 
remains weak. 

“In spite of price fells of 
medium to low varieties of 
teas, the average prices for 
the current year will be 
higher than last year." said 

yaran Paul, manag in g direc- 
tor of AFT Industries, one of 
India’s largest tea groups. “I 
am more worried about next 
year, when tea prices may 
come under bear hammering - 
from fee beginning." 

Industry officials say Rus- 
sia- will soon need to start 
buying tea to build up stocks 
for the winter, and because 
of the acute foreign 
exchange crisis it will use its 
special trade arrangement 
wife India to buy tea with 
rupees. Russia has a special 
line of credit from previous 
trading with India. 

Sri Lanka, which sold tea 
to Russia on long-term dollar 
credit, is not getting pay- 
ments. Pakistan, a market 
for nearly 150m kg of tea, is 
also buying less this year. 

“The lower Pakistani off- 
take will mainly affect 
Kenya, which is heading for 
a record crop. But this will 
also mean so much more tea 
in the pipeline and the fall- 
out will be lower tea prices," 
said Mr. Sen. India and Sri 
Lanka are also harvesting a 
much bigger crop this sea- 
son. 

The crop in India, the 
world’s largest producer of 
tea. was 41 An kg ahead at 
417.5m kg in the seven 
months to July. Kenyan pro- 
duction was up 66.35m kg to 
178.23m kg. Sri Lanka made 
a marginal gain of 2.4m kg to 
158.7m kg. Production in 
Bangladesh was up 2.6m kg 
to 24Jim kg. 
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ACROSS 

I They are distinguished, but 
not by special talents (12> 

10 Former model involved 
with tt (MJ . 

II Vivid red mark on skin 
starts to look extremely 
tender {7) _ 

12 Political leader - sounds 
like a big noise (5) 

13 Current strength before 
noon: the Lards are short 
of one eari (8) 

15 -Listen, upset, to men on 
abort time Joining up (10) 

16 Archer, a legend in Switzer- 
land, demands recount (4) 

18 Acting without due consid- 
eration when in Republic 
of Haiti (4) 

20 Subject calling lor addi- 
tional skills? (10) 

22 Spoil the team coming first 
with extra portion of food 
(4,4) ■. . 

24 Norma works in Europe 
raising money (5) 

26 He makes one cross when 
■ choosing a representative 

(7) 

27 Visual aid for motorist acts 
differently, 1 heard (4-3) 

28 Check one store out for sex 
hormone G2) 


DOWN 

2 Not even a dance? That’s 
strange (7) 

3 Most likely person to have 
a bee in his bonnet? (8) 

4 Appeal to them informally 
for piece of information (4) 

5 Make pregnant in house 
Etna destroyed GO) 

6 Annoyed one of the Gersh- 
wins when adding a note 
(5) 

7 Diminutive girl gave drunk 
stuff rescued from ship (7) 

8 Swindler is more annoys 
. by Spitting Image (6-7) 

9 Tower over foDower’s race- 
horse (13) 

14 Theatrical director needs to 
make an impact mostly on 
a Brazilian centre (10) 

17 I'm following gold fraud (8) 

19 Most dejected is Tessa 
originally holder of a relt 
gious' doctorate (7) 

21 Neither disturbed the con- 
trol in that place (7) 

23 Fruit shows its age (5) 

25 A Celtic supporter in this 
cottage industry? (4) 


Solution to Saturday's prize puzzle on Saturday September 19 
Solution to yesterday's prize puzzle on Monday Sep tember 21.' 






I* 






r \ 

















































































































































































































































































































































































36 



FINANCIAL TIMES TUESDAY SEPTEMBER » ]$9S 


i 

i 

I 

i 

< 

I 

1 

1 

< 

< 

e 

I 

I 

3 

z 

£ 

I 

£ 

€ 

I 

B 

c 

t 

g 

i 

i 

c 

i 

t 

s 

r 

1 

I 

a 

t 

t 

c 

o 

a 

v 

k 

c 

0 

F 

u 

C 

e 

t 

u 

a 

h 

li 

h 

P 

tc 

T 

JV 

0 
L 
n 

1 

E 


LONDON STOCK 


EXCHANGE , 

Greenspan speech and bid news boost equities 


MARI^R^RT 

By Steve Thompson, 

UK Stock Market Editor 

Comments by Alan 
Greenspan, chairman of the 
US Federal Reserve, and a 
man who has frequently 
proved able to move mar- 
kets. helped engineer a pow- 
erful global rally yesterday. 

London was in the fore- 
front of the recovery, with 
stock prices racing ahead 
across the board, driven not 
only by the better outlook 
for interest rates but also by 
another burst of takeover 
news. 


The bid stories included 
an approach for Manchester 
United, one of the world’s 
most famous football clubs, 
merger activity in the food 
retailing arena and hints of 
a merger involving Voda- 
fone. the biggest of the UK 
cellular phone companies. 

Such was the momentum 
behind the equity market 
that the FTSE 100 posted its 
second biggest ever points 
gain in a single session, fin- 
ishing 180.0 higher at 5,347.0. 

Its previous biggest points 
rise was the 181.0 gain 
recorded in the middle of 
last month, when Footsie 
was driven higher by a 


benign inflation report and 
the bid for London & Man- 
chester, which triggered 
hopes, subsequently proved 
correct, of more takeovers in 
the insurance sector. 

The share price gains were 
widespread, with the FTSE 
250 index posting an 83.8 
advance at 4.747.1, up is per 
cent, with the help of the 
Manchester United news. 
The FTSE SmallCap. mean- 
while. pushed up 15-7 to 
2.084.7. 

Mr Greenspan's comments 
on the impact of the recent 
global economic and political 
turbulence on the US eco- 
nomic outlook were inter- 


preted by many observers as 
increasing the chances of a 
loosening of US monetary 
policy in the short term. 

In a speech delivered at 
the University of California 
last Friday. Mr Greenspan 
warned that the problems 
affecting Russia and else- 
where could quickly spread 
to Latin America, thus 
directly affecting the US 
economy. 

The next meeting of the 
Federal Reserve’s open mar- 
ket committee, which deter- 
mines US interest rate pol- 
icy. is scheduled for 
September 29. 

Meanwhile, hints that a 


reduction in UK interest 
rates might now be a led 
closer saw sterling under 
sustained pressure, easing 
the burden on the belea- 
guered engines nngiexport 
stocks which have bad to 
endure severe pain over 
recent months. 

The Bank of England's 
monetary policy committee 
meets tomorrow to deter- 
mine UK interest rate policy, 
with its decision due to be 
made known at midday on 
Thursday. 

UK fund managers view 
the recent slide in stock 
prices as having created 
value in the UK equity mar- 


ket, acconfiis to the latest 
Merrill Lypdi/GaRup Survey 
of fund managers. 

The survey reveals that 
most managers see the mar- 
ket as undervalued for the 
first Hmo this question 
was first put in February. 
Buyers outnumber sellers by 
13 percentage points. 

The survey also reveals, 
however, that profit expecta- 
tions «*nKrf n«» to slide, with 
the average forecast for 
earnings per share to grow 
by around -L5 per cent, down 
from last month’s 5 per cent. 

Turnover in equities yes- 
terday was a lowly 735m 
shares. 
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Merger 
talk lifts 
Vodafone 

C0MPAN|K RffORT 
By Joel Nbazo aid Martin Brice 

Vodafone’s refusal to 
comment on renewed specu- 
lation that it was consider- 
ing a merger with US cellu- 
lar group Airtouch only 
served to whet the appetite 
of investors and sent the 
shares sharply ahead. 

Talk of a union between 
the two groups came as the 
UK's largest mobile phone 
company hosted a visit for 20 
analysts to its European 
partners in Germany. Swe- 
den. Holland and France. 

Talk of a link-up dates 
back to 1994 and analysts 
yesterday signalled their 
support for a merger that 
would create a £40bn com- 
pany with significant 
operations throughout 
Europe. “A merger between 
these two companies would 
make a good strategic fit,” 
said one telecoms specialist 
■ While a handful of scepti- 
cal specialists ruled out a 
full merger, there were those 
who raised the prospect of 
the companies simply merg- 
ing European operations. 

The shares jumped 69 or 
9.4 per cent to 805p in trade 
of &5m, with positive reports 
from analysts on the Euro- 
pean tour said to have 
enhanced sentiment 

A recent note to investors 


from the telecoms team at 
Paribas said: “We believe 
that the current share price 
significantly undervalues 
Vodafone's international 
businesses and in no way 
reflects the very real possi- 
bility that a merger with 
Airtouch may be on the hori- 
zon and the subsequent 
value this would generate.” 

The positive sentiment in 
Vodafone spread to the rest 
of the sector. Shares in rival 
Orange gained 28 to 601Vap 
while those of Securicor. 40 
per cent owner of mobile 
operator Cellnet, rose 27 to 
474p on talk it may be one of 
the new entries to the FTSE 
100 announced tomorrow. 


British Telecommunica- 
tions. which owns the rest of 
Cellnet. was also in demand, 
the shares hardening 21 to 
795p In trade of 9m. 

The latest bid in the chem- 
icals industry focused atten- 
tion firmly on the sector and 
prompted a frantic search 
for the next takeover candi- 
date. The surprise 375p-a- 
share bid from British Vita 
for Doe flex was the sixth in 
the sector since January. 

Analysts said the heavy 
merger and acquisitions 
activity in the underperform- 
ing sector was prompted by 
a drive to unlock share- 
holder value. Chemicals 
companies had suffered 
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under the strength of ster- 
ling while increased compe- 
tition from Asian rivals com- 
bined with a slowdown in 
that region. 

Analysts suggested that a 
low point may have been 
reached with the series of 
downgrades for 1CI in July. 

Martin Evans at Suther- 
lands said: “These moves 
may mark the nadir in the 
current cycle for this sepul- 
chral sector.” 

Many previous bids bad 
involved either overseas 
trade buyers or venture capi- 
tal groups but yesterday’s 
move was notable for involv- 
ing the merging of two Lon- 
don-listed companies. Other 
takeovers in the sector so far 
this year involved Allied Col- 
loids. Courtaulds, Manders, 
Brunner Mond and Inspec. 

As the search began to 
pick winners from the con- 
tinuing consolidation in the 
sector, unusually heavy 
turnover centred on two 
chemicals companies due to 
report results this week. 
Albright & Wilson saw 1.2m 
shares traded while York- 
shire saw a brisk 400,000 
dealt. Albright was static at 
105p while Yorkshire rose 6% 
to 146p. 1CI rose 35 to 622p. 


"FLEMING FLAGSHIP PORTFOLIO FUND' 

Sodctr d'lmestissmenl a Capital Variable 
European Bank 6 * Busmen Centre, 6, routed* Treats 
L-2633 Senrungerberg, Grand Duchy of Luxembourg 
R.C. Luxembourg bio. B 3923 1 

Annual General Meeting 

NOTICE is hereby given to the Shareholders of 
FLEMING FLAGSHIP PORTFOLIO FUND ("the Company - ), 
that the Annual General Meeting will be held at the registered 
office of che Company at European Bank 8c Business Centre, 
6, route de Treves, L-2633 Senningerberg, Grand Duchy of 
Luxembourg on Wednesday 30 September 1998 at 2:00 p m. or 
at any adjournment, thereof for the purpose of deliberating and 
voting upon the following agenda: 

1 . Submission and approval of the Report of the Board of 
Directors and of the Auditor. 

2. Submission and approval of the Annual Report Tor the financial 
rear ended SO April 1998. 

3. Discharge of the Directors in respect of their dudes carried 
out for die year ended SO April 1998. 

A. Election or Directors and Auditor. 

5. Allocation of profits for the financial year ended 30 April 1998. 

6. .Any Other Business. 

Resoludous on the agenda of the Annual General Meedng will 
require no quorum and will be taken at the majority of the 
Shareholders present or represented. 

A Shareholder entitled to attend and vote at die meeting may 
appoint a proxy to attend and vote oo his behalf and such proxy 
need not be a Shareholder of the Company. 

In order to be endded to attend the meedng. holder* of bearer 
shares must deposit their bearer share certificates five working 
daw prior to the meedng with the following institution: 

Kredietbank SA. Luxembomgeoise, 43, boulevard Royal, 
L-2955 Luxembourg 

Shareholders who cannot personally attend che meedng may use 
the prescribed form of proxy (available at the registered office of 
the Company) and return ii at the latest by dose of business on 
the day preceding the meeting to the Company, either by post to 
the Company at Fleming Fund Management (Luxembourg) SA., 
L-2888 Luxembourg, or bv facsimile on +352 3410 2107. 

Bj Order of the Board of Directors 
August 1998 

Flemings 


The Randfontein Estates Gold Mining 
Company, Witwatersrand, limited 

(Iiicurpurarcd in die Republic or South Africa) 

I Registration number 59/Q3209/0d) 

(*Randfontein*l 

NOTICE OF A GENERAL MEETING 

A general meeting of members of Randfontein will be held 
in the boardroom of the registered office of Randfbntein, 
121 Consolidated Building, Comer Fox and Harrison 
Streets. Johannesburg, 2001, South Africa, at 09:00 on 
Tuesday. 29 September 1998 in order to approve the change 
of name from “The Randfontein Estates Gold Mining 
Company. Witwatersrand, Limited" to “Randfontein Estates 
Limited - and the adoption of new articles of association. 

Holders of share warrants to bearer may obtain copies of the 
circular incorporating a notice of general meeting from the 
London Secretaries, JO (London) Limited. 6 St James’s 
Place. London SW1A 1NP. 


JC1 (London) Limited 
London Secretaries 


7 September 1998 
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Lehmans Brothers 
Holdings PLC 

ITL 150,000,000,000 
Floating Rate Notes due 2001 

NOTICE IS HEREBY GIVEN that fix die Interest Period SthSqxaabec. 
1998 to 7th December, 1998 the Rate of Interest has been fixed at 
5.45703% per annum. The imeresi accruing for such three mnilh 
period will be ITL 68.213 per ITL 5,000.000 Note and ITL 682,129 
per ITL 50,000.000 Note against presentation of coopoa No. 8. 

The First National 
Bank of Chicago 

Agent Bank 




/ 


St.George Bank Limited 

BiM Aonrefe Unfed I 

US$150,000,000 
Floating Rate Notes 2006 

The notes tall bear interest at 
534775 + per annum hr the 
interest period from 8 September 
1998 to 8 December 1998 Interest 
payable caloe 8 December 1998 
miO amount to 'SSI6036per 
USS Ml. OCR note 

Global Agency and Trust Services. 
Citibank. NA, London 

8 September 1998 

CITIBANK? 


t 


NATIONAL 


Abbey National 
Treasury Services pic 

US$1,000,000,000 
Guaranteed Boating Rate 
Notes 1999 

Notice is hereby pcen that 
the notes wifi bear interest 
at 5 53125'* per annum from 
8 September 1998 to 8 December 
1998. Interest payable on 
8 December 1998 will amount to 
LISS 13.98 per USS 1,000 note. 
US$139.82 per USS 1 0.000 note 
and USS 1.398 18 per USS 100,000 
note 

Global Agency and Trust Services. 
Citibank. N A, London 
SSeptember 1998 

CITIBANK ¥. 


Financial Times Surveys 

Central 

Switzerland 

Monday September 28 

For further information please contact: 

Kirsty Saunders in London 
Tel: +44 171 873 4823 
Fax: +44 171 873 3204 
email: kirsty.saunders@FT.com 

or John Rolley in Geneva 
Tel: +41 22 731 1604 
Fax: +41 22 731 9481 
email: john.rolIeygFT.com 

F INAN CIA L TIMES 

No FT, no comment. 


Doefiex rose 21 to 3G5*/ip 
while British Vita gained 
iB’.'j to 230p. Interim results 
name from both companies 
yesterday, and those from 
British Vita prompted 
upgrades from about £70m to 
£74m for the full year. 

The prospect of a bid bat- 
tle helped enliven football 
Issues which have underper- 
formed tbe market this year. 

The spotlight was firmly 
fixed on Manchester United 
which confirmed it was in 
takeover talks with satellite 
broadcaster BSkyB. And 
there were reports that lei- 
sure group Enic was poised 
to enter tbe race for the pre- 
mier league football club. 

Top of the league 

Manchester United was 
the best performing stock in 
the FTSE 250 with the shares 
rising 47% or nearly 30 per 
cent to 206‘Ap. Enic, which is 
expected to wait for the sat- 
ellite broadcaster to reveal 
Its hand later this week, 
gained 9'.i to 128&P while 
BSkyB moved up 14^ to 
476*4 on volume of 3.3m. 

Aston Villa jumped 52.‘/» to 
615p, while Leeds Sporting 
ended 1W firmer at 14p. New- 
castle United put on 5 to 
67V*p and Sunderland were 
15 better at 495p. Tottenham 
Hotspur, previously seen as 
a potential takeover target 
for Enic, rose 3'/» to 64p. 

Bank shares, badly 
affected by the Russian cri- 
sis, staged a welcome rally. 
HSBC jumped 113 to £12.41, 
aided by the near 8 per cent 


rally in the Hon g Ko ng stock 
market. Lloyds TSB was the 
best performer among the 
purely domestic banks, its 
shares attracting strong sup- 
port. partly because of its 
minimal exposure to the 
Russian market but also on 
the view that tbe shares 
have been heavily oversold 
in the general sell -off. 

Chassis maker Dennis 
increased the premium to 
the 450p-a-shaxe cash bid 
from Mayflower as the 
shares rose 2% to 463p. The 
rival cash-and-paper bid 
from Henlys was last night 
worth 468p. its offer docu- 
ment showed Henlys is 
deemed to be acting in con- 
cert with Volvo of Sweden, 
although Volvo is said to be 
relaxed about the possibility 
of the UK regulator stepping 
in. 

However, some bus compa- 
nies are said to have made 
representations to the Office 
of Fair Trading because vic- 
tory for Henlys would leave 
the Volvo-Dennis-Henlys 
businesses with a dominant 
share of the market in UK 
bus manufacturing. Henlys 
at 454p and Mayflower at 
162p were unchanged. 

The vulnerability of high 
street retailers came into 
focus when Marks & Spen- 
cer retreated against the 
strong market trend after 
Dewhirst, one of its suppli- 
ers. issued a profits warning. 

M&S shares, which have 
performed strongly in recent 
sessions as investors focused 
on “defensive" sectors, fell 
8^ to 519*.'ip in trade or 7.8m. 

One analyst said: “This 
has once again highlighted 
the tough trading environ- 
ment for retailers on the 
high street even for compa- 
nies such as Marks and 
Spencer which no longer 
have the defensive qualities 
they once had." 

Pharmaceuticals group 
Chiroscience was up 11 y, to 
2l2Vip after it signed an 
agreement for marketing its 
Chirocaine anaesthetic in 
Japan. 
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■ Major Stocks yesterday. 
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Governments spur Asian rebound 


EMERGING MARKET FOCUS 


WmLB OV HWIEW 

A rebound across the Asian 
markets and optimism about 
the outlook far US interest 
rates meant that world mar- 
kets managed to surge ahead 
even without any guidance 
from Wall Street, writes 
Philip Ooggan. 

Alan Greenspan, the US 
Federal Reserve chairman, 
indicated over the weekend 
that he was as likely to cut 
interest rates as to raise 
them. That raised hopes that 

Golds 

boost 

Jo’burg 

Sf^AffilCA ~ 

Led by another sparkling 
session for golds, Johannes- 
burg moved strongly ahead 
in good volumes. The all 
share Index ended up 127.4 
at 4£54.3. 

Both financials and indus- 
trials pushed higher, adding 
53.9 to 6,770.1 and 124.5 to 
5 ,7288 on the respective indi- 
ces. 

But the main driving force 
of the day rams from the 
golds sector. 

Adding to Friday's dra- 
matic 11.7 per cent bounce, 
the golds index surged a fur- 
ther 78.5 or 8.6 per cent to 
995.2 as analysts predicted 
seeing a range of healthy 
third-quarter earnings from 
the industry. 

Optimistic brokers pointed 
to the steep slide for the 
rand in recent mouths and 
suggested that the sector 
was now ripe for some earn- 
ings upgrades. 

Gold Fields rose R6 or 19.4 
per cent to R37 and Rand- 
fontein Estates gained R1.20 
or 8.5 per cent to R15A0. 

JSSSS 

MEXICO CITY rallied 
strongly as talk of a reduc- 
tion in US Interest rates 
sparked a wave of buying 
that quickly reversed Fri- 
day’s losses. 

“The bargain hunters are 
out in force this morning. 
It's all to do with US rate 
hopes and the bounce across 
Asia." said one broker. 

At midsession, the IPC 
index was up 149.13 or 4.9 
per cent at 3,19420. 

SANTIAGO also gained 
ground, although activity 
during the morning session 
was said to be on the thin 
side. At midsession, the 
IPSA index was up 0.73 or 12, 
per cent at 00.48. 

• Sfto Paulo was closed. 


a US rate cut. perhaps 
accompanied by reductions 
in other G7 countries, might 
break the downward spiral 
of world stock markets. 
European markets enjoyed 
the ride, despite the weaker 
dollar. 

Asia may - have got a lift 
from Mr Greenspan's com- 
ments hut the continent had 
its own reasons to be cheer- 
ful. Governments played the 
leading role In sparking the 
regional rally, although free- 
market purists would not 


have been enamoured of 
some of the measures taken. 

In Japan, there was talk of 
government buying support 
for leading shares; in Hong 


Wafl Street and Toronto wee 
dosed tar national hoBdays 


Kong, new measures boosted 
liquidity in the money mar- 
kets and restricted short sell- 
ing. The markets rebounded 
5-3 per cent and 72 per cent 
respectively. 

However, the latest surrey 


by Merrill Lynch and Gallup 
found that Aslan pacific 
fluid managers were switch- 
ing out of Hong Kong and 
into cash. Sellers of the 
Hong Kong market outnum- 
bered buyers by & percent- 
age points, with the majority 
of managers expecting the 
Conner UK colony to aban- 
don the dollar peg by the 
end of 1999. 

The Malaysian market 
continued to astound the 
sceptics, rising 22 per cent in 
one day - the bullish equiva- 


lent of Wall Street’s dra- 
matic decline on Black Mon- 
day in October 1987. 

.. Cuts in hank - reserve 
requirements gave the mar-' 
ket a lift and investors were 
also looking to buy- the 
shares of companies linked 
to friends of prime minister 
Mahathir Mohamad. 

But .the Kuala Lumpur 
market seemed to he benefit- 
ing from a technical bounce 
arising from last week’s 
imposition of capital con- 
trols. - 




tor Tel Aviv 


Tokyo leads regional surge 


^PACfRC 

A combination of factors 
sent TOKYO soaring, pulling 
other Asian indices sharply 
higher, writes Paul 
Abrahams in Tokyo. 

A strong performance in 
S&P 500 futures overnight 
following comments about 
possible lower US interest 
rates by Alan Greenspan. 
Federal Reserve chairman, 
provided a significant boost 
to the market 
Analysts said the bench- 
mark Nikkei 225 index had 
also been driven by heavy 
purchases of large stocks by 
companies and government 
Institutions. 

The aim of the buying was 
to drive the index higher 
before the end of the first 
half of the finanrial year on 
September 30. If at that time 
the index remained below 
the 14,000 points level hit 
last week many financial 
Institutions and industrial 
companies would have to 
post big losses on their stock 
portfolios. 

Hie Nikkei 225 closed up 
5.3 per cent or 747.15 at its 
hi gh for the day of 14.790.06 
in heavy volume of 503m 
shares, having picked up 
from a low of 13,912.69. The 
rise was less marked In the 
broader Topix index, which 
covers the whole of the first 
section- This closed up 38.18 
or 3.5 per cent at 1,132.65. 
The momentum was strong, 
with 906 shares up, 185 down 
and 135 unchanged. How- 
ever. some analysts argued 
the recovery was not broad 
based, pointing out that the 
second section fell 0.6 per 
cent, the same percentage as 
the OTC market. 

Other factors behind the 
rise included the gathering 
strength of the yen. which 
made Japanese assets more 
attractive to international 
investors; the expiry of 
option and index futures on 
Friday, and hedge funds cov- 
ering- short positions. 

Unusually, all sectors 
closed higher, with oil and 


Japan T : 
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coal products up 9 per cent, 
and paper and pulp up 6 j 6 
per cent However, the inte- 
grated electronics groups 
such as Hitachi and Toshiba 
which have been suffering a 
collapse in chip prices, 
closed down Y15 at Y624 and 
Y5 at Y473. 

KUALA LUMPUR shot 
ahead by 22.5 per cent - its 
steepest ever one-day gain - 
after the central bank 

THE DAYS CHANGES 

% Change 

Kuala Lumpu-. +22.5 

Hong Kong. +7.9 

Singapore. +7.1 

Bangkok—. +6-4 

Tokyo +5.3 

Seoul +3.9 

Jakarta +3.2 

Sydney +22 

ManteL +2.4 


reduced reserve require- 
ments and the big banks cut 
interest rates. 

At the end of a high vol- 
ume session which sent 
turnover up to MJl.Sbn. the 
composite index was 81.62 
higher at 445.06 for a rise of 
69 per cent since the start of 
the month. 

The central bank said the 
reduction in statutory 
reserve requirement from 6 
to 4 per cent would inject 
M$8bn into the banking sys- 
tem. Sentiment was also 
boosted by the strength of 
the yen and a rally for Japa- 


nese equities. Shares in the 
Renong group were the most 
actively traded, notably 
United Engineers whi ch rose 
63 cents to Mjaafi and Time 
Engineering 33 cents to 
MSl.05. 

BANGKOK pushed ahead 
strongly following steep 
gains for the hanking sector 
which jumped almost 17 per 
cent. Knmg Thai Bank rose 
Btl.40 to Bt720, Thai Farm- 
ers Rank Bt3.00 to BU9.25 

and Bangkok Hank Bt325 to 
B 123.75. 

Brokers said there had 
been frantic bargain h unting 
but volumes were fairly 
moderate. The SET index 
closed up 1325 at 22056. 

HONG KONG jumped 13 
per cent on short-covering 
triggered by a firmer yen 
and lower interest rates after 
the government moved to 
boost liquidity in the bank- 
ing system. 

The Hang Seng index 
jumped 58829 to close at 
8,076.76, off an intra-day high 
of 8489.43. Turnover picked 
up to HK$9.8bn from 
HKS6.9tm on Friday. 

Interbank rates closed 
sharply lower after the Hong 
Kong Monetary Authority 
announced a seven-point 
plan on Saturday to Improve 
liquidity in the banking sys- 
tem and bolster the territo- 
ry’s linked exchange rate 
mechanism. 

At the same time, govern- 
ment measures announced 


yesterday to tighten rules 
mainly on stock settlement 
and short-selling were seen 
as positive because they 
could help stabilise the stock 
and futures markets: 

Property stocks led the 
blue-chip rally wtth a rise of 
13.1 per cent Cheung Kong 
surged HK*L30 to HKS34.70. 
Henderson Land HK$320 to 
HKJ27-15 and Sun Hung Kai 
Properties HK$3.10 to 
HKJ2680. 

HSBC Holdings rose 
HKS5.50 to HKS159.50 and 
Hongkong Telecom soared : 
HKS1.15 to HKSlfi.OO. 

China plays continued to 
outperform the market with 
the red-chip Hang Seng Chi- 
na-Affiliated Corporations 
index advancing 10.1 per 
cent and the Hang Seng Chi- 
nese Enterprises index of H 
shares adding .12.7 per cent 

SINGAPORE climbed 7.1 
per cent on the back of 
futures trading, improved 
regional currencies and 
some portfolio shifting into 
Singapore. The . 55-share 
Straits Times index picked 
up 57.06 to end at 862.10 after 
an Intra-day high of 875.60. 

Part of the surge was attri- 
buted to the start of futures 
trading on the Morgan Stan- 
ley Capital International 
Singapore stock index. 

Among the winners. Cre- 
ative Technology rose S$L40 
to S518.50. Singapore Air- 
lines foreign and local 
tranches gained 85 cents and 
52 cents to end at SS8 and 
S$5.50 respectively. 


As investors, stung: heavily 
by the Russiair criiis,. flee 
emerging markets. Israel can 
at least count itself " lucky 
that the has not been 
too deep. 

Foreign investors who 
started returning to the Tel 
Aviv Stock Exchange 
CTASE) last spring, and soon 
accounted for 12 per cent of 
daily turnover, did pack 
their bags. 

As the Russian crisis 
unfolded,- they -wanted to 
limit their, exposure to th» 
local market regardless of 
the economic fundamentals. 
For them, Israel was just 
another emerging market. 

In recent weeks, the TA 
ICO and the Maof-25 indices 
have declined by 9 per cent, 
with daily, turnover last 
week amounting to an aver- 
age Shk2 79.9m (|72.9m). 
Since the hmpirihing of the 
year, in dollar terms, the TA 
100 has declined 9.72 per cent 
and the Maflf 12.07 per cent. 

Nevertheless, analysts 
believe TASE, so far, has 
weathered the storm. “It 
could have been much - 
worse," said DardeHa Finn, 
head of the international 
department at Ilanot- 
Batucha Investments. 

“Investors will continue to 
shy away from emerging 
markets. Bat there is no rea- 
son why they should not 
return here. The fundamen- 
tals are good." 

But +ltp fanrimniwtflli! may 

come under pressure as 
unemployment rises. It has 
already climbed from around 
6.4 per cent in 1996 to 9.5 per 
cent last month. This could 
affect the government’s 
plans to cut the budget defi- 
cit to. 2.4 per cent of gross 
domestic product this year 
and to 2 per cent in 1999. 
Much will depend on how 
fast the economy grows. 

Still In a recession, GDP is 
not expected to grow by 
more than 1.5 per cent this 
year. The finance ministry is 
hoping, at .best, for 2 per 
cent growth next year. 

In the meantime, the bud- 


get defied! targets are under 
attack- So far - Ms year, the. 
total, deficit- has reached 

Hhk7 71m -makiiig it difficult 

tor the government to meet 
its budget deficit target of 
ShkA3bn for .l998. And with . 
few signs of unemployment 
declining, government reve- 
nues win be hit 
So far. Yaakov Neeman. 
the finance rmirigtgr. is firm 
in his commitment to reduce 
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government spending by . 
Sbk2.2bn.next year to meet 
his budget, deficit criteria. 
He will have his work cut 
out 

An ungainly coalition of 
natio nalis ts and religious 
parties in Benjamin Netan- 
yahu’s government are 
together demanding an. 
increase- in spending of 
ShklObn. - - 

It is in this context that 
the Russian crisis may indi- 
rectly be- a mixed blessing 
for the Israeli economy, 

- which, in terms of exports, is 
not exposed to Russia. About 
70 per cent of total exports 
are earmarked for the Euro- 
pean Union and North Amer- 
ica. 

- During the early stages of 
the crisis. Jacob Frenkel, 
governor of the Bank of 
Israel, reduced interest rates, 
bringing real interest -rates 
down to about 4 8 per cent as 
inflation for this year is 
expected to be 4 per cent, the 
lowest for three decades. 


The . decline in interest 
rates had an immediate 
impact on the shekel. Since 
the. be ginning of August, it 
has lost 62 per cent against 
the dollar. 

Many Israeli companies 
had taken foreign currency- 
imVfld loans and were in a 
rush to repay them, one of 
the *nain reasons for the 
weakness of the Israeli cur- 
rency- The Russian crisis 
has contributed to the con- 
tinuing pressure on the 
shekel. 

The slide in the shekel, 
however, has been welcomed 
by exporters, particularly 
the chemicals, electronics 
and high-tech sectors, which 
are considered the engines of 
' economic growth. 

Solid ISG. the interna- 
tional investment group. ^ 
estimates that the Israeli 
export sector will see profits 
Improve next year due to a 
weaker shekel, falling 
import prices and low inter- 
est rates. 

In its latest economic 
report, Bank Hapoalim. the 
. country’s largest bank, 
expects exports for goods 
and services to increase this 
year by nearly 5 per cent in 
real terms and by 7 per cent 
in 1999. 

Over the same periods, 
imports are expected to grow 
2 per cent and 4 per cent 
respectively, bringing the 
trade deficit down to S6bn. 

But will such fundamen- 
tals be enough to woo back _ 
the investor? Michael Harris,^ 
analyst at Merrill Lynch, 
believes the level of interest 
rates will be the deciding 
factor. “The real issue is the 
interest rate outlook." he 
says. 

But if the governor of the 
Bank of Israel has his way. 
well aware as he is of how 
currency weakness will also 
put pressure on inflation, he 
win not be In any hurry to 
cut rates further until next 
year's budget is signed and 
sealed. 


Judy Dempsey 


Banks rise on US rate hopes 


EUROPE 

With Wall Street closed, 
FRANKFURT looked to Asia 
for inspiration and by the 
close of electronic trade the 
Xetra Dax index had posted 
a rise of 80.77 or 1.7 per cent 
at 4,945.74. 

A strong showing in bank- 
ing shares was attributed to 
comments by Alan Green- 
span, the Federal Reserve 
chairman, on Friday that 
raised hopes that US interest 
rates might foil. 

Dresdner Bank led the 
advances, jumping 6.8 per 
cent at one stage before set- 
tling to close DM1.98 higher 
at DM73.10. 

Deutsche Bank put on 
DM2.20 to DM108.20, Com- 
merzbank rose DM1.20 to 
DM10820 and HypoVere ins- 
bank was DM4.10 higher at 
DM133. 

Daimler-Benz rose DM220 
to DMlL 63-5Q after releasing 
seven-month figures in tine 
with expectations. BMW was 
up DM72 at DM1,310 and VW 
DM3-75 at DM125,85. 

Henkel led chemicals, ris- 
ing DM1320 to DM15045 in a 
recovery after last week's 
heavy selling. 

Degussa also performed 
Strongly, a dding DM4.59 to 
dose at DM84.05. 

Deutsche Telekom put on 
DM2.70 to DM53.70 in 
response to a decision by 
Germany's telecommunica- 
tions regulator that favoured 
the group and ted a competi- 
tor to drop offers for low-cost 
mobile phone calls. 

PARIS pared early gains 
as the dollar weakened in 
foreign exchanges. The CAC 
40 index ended up 2.11 at 
3,695.35, more than 65 points 
short of Its session best. 

Axa-UAP was heavily 
dealt as a squall blew up 
around the shares following 
last week’s profits warning 
from a US broker in which 
Axa’s US offshoot Equitable 
has a sizeable shareholding. 
The stocks came off FFr12 at 
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FFr584 in turnover of 
FFr687m. 

Banks, a weak market 
lately ou Russian lending 
concerns, rallied, helped by 
an upgrade for CCF which 
advanced FFr30 or 7.7 per 
cent to FFr420. 

Paribas raised the stock to 
“buy" from “no action" 
ahead of this week's start of 
the banks' results season. 
BNP added FFr10.70 at 
FFr36750 and Soctttt G£ iter- 
ate FFr20 at FFr910. 

Oils, which shot higher on 
Friday on oil-price buoy- 
ancy. ran Into profit-taking. 
Total lost FFrlQ at FFr630 
and Elf- Aquitaine FFr2 at 
FFr675. 

Carrefour. boosted lately 
by acquisition optimism, 
came off FFr101 at FFr3,599. 

AMSTERDAM ended mar- 
ginally higher in spite or an 
uncertain session for finan- 
cials. The AEX index added 
3.53 at 1,07622. 

Dollar concerns bit the 
financial sector with ABN- 
Amro off SO cents at FI 4220 
In 9.9m shares traded and 
Aegon down FI 3.70 at FI 179. 
The main upside support 
came from Philips, up FI 330 
at FI 122. and Unilever, 
which gained FI 4.80 at 
FI 137.30. 

Among brewers, Heineken 
was the day's heaviest toiler, 
sliding FI 480 or 58 per cent 
to FI 85.20. GTOlsch, which 


recently turned down a take- 
over offer from Interbrew of 
Belgium, came off FI 1 to 
FI 55 after it denied press 
reports that it was in talks 
with Bass of the UK 

KLM hardened 60 cents to 
FI 6280 in spite of a decline 
In August load factors. 
Elsevier gained 90 cents to 
FI 27.70 following an upgrade 
b y loca l broker Oyens. 

ZURICH built on strength 
in some key Asian markets 
and was also supported by 
gains in S&P 500 futures. 
The SMI index closed 1748 
or 2.6 per cent higher at 
6848.7. 

Among banks. CS Group, 
which will publish half-year 
figures tomorrow, gained 
SFrl4 or 6.5 per cent to 
229.75. UBS put ou SFr30 to 
SFr480. 

Insurers were little 
changed, with the exception 
of Baloise, which gave up 
SFr39 to SFrl,Q19. 

Shares in Insurer Zurich 
Group were suspended 
ahead of an exchange into 
shares of the new Zurich 
Allied, which make their' 
debut today. 

Zurich Allied is a holding 
company being formed as 
part of the merger between 
Zurich Group and the finan- 
cial side of BAT Industries of 
the UK 

Holderbank was SFr42 
higher at SFrl.600 as expec- 
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tattoos grew that the world's 
largest cement producer 
would post a 19 per cent 
increase iu first-half net 
profit after minorities today. 

Roche rose SFr235 to 
SFrl6,050, while Novartis 
was SFr88 higher at 
SFr2853. 

OSLO surged 3.4 per cent 
as oil prices stabilised at 
higher levels and bargain 
hunters moved in. 

The total index jumped 
3280 to 98486, extending its 
rally from last Thursday’s 
20-month low of 922. 

Kvaeraer jumped NKr17 to 
NKrl45 and cruise company 
NCL Holding put on NKr220 
to NKI2180. 

MADRID was supported 
by strong demand for defen- 
sive sectors, notably retail- 
ers and utilities. 

Hypermarket leader Pryca 
surged Pta215 to Pta3,380 
while among utilities Gas 
Natural rose Pta680 or 6.9 
per cant to Ptal0.490. 

In contrast, banks lost 
ground. Santander came off 
Pta85 to Pta282S and BBV 
PtafiO at Ptal800. 

The general index closed 
9.74 ahead at 749.76 after a 
peak of 752J.7. 

BULAN closed higher, but 
off its best levels of the day, 
on sharp gains in Rni and a 
technical recovery in bank 
shares. The MIbtel index 
closed up 491 or 2.4 per cent 
at 20840, off a high of 20862. 

Enl put on L619 to L10841, 
supported by renewed 
demand for the oil sector 
and amid rumours that the 
company might be building 
a stake in the Slovenian pet- 
rol trader, Petrol. 

Among banks, BCI rose 
L143 to L10.493, Credito L350 
to L7.722 and Banca di Roma 
L67 to 12860. 

Fiat put on L75 to 18,312 
In spite of news of lower Ital- 
ian new car sales in August 

Written and etffied by Mehaei 
Morgan, Jeffrey Brown, Pater 
HaB and Pate Gregan 
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Every Sunday at 6. 30pm. (19;30CET.) 

Tne companies making waves today aren't the ones claying by the old conventions introducing a new show on 
CNN the; showcases business success stories borne cf inspiration, creativity and uncommon business leadership. Hosted by 

Lou Dobbs, broadcast w or I device. 
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